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PREFACE 

The Ministry of Comraerce, Government of India- 
encrusted tne Indian Institute or Public Administration, 
New Delhi "a comprehensive study of all aspects relating 
to the import of edible oils by private trade under the 
free licensing scheme". The scheme v;as announced in 
pursuance of "the decision of the Central Government in 
January, 1977". It was reported that though import 
licences to the value of over Rs. 500 crores had been issued 
upto the middle of April, 1977, actual imports of edible 
oils had been rather low.* Our Report deals ^^7ith the 
central issues connected Vvith tne decision to grant 
licences for import of edib3.e oils on a free basis. 
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C?IAPTER 


This chapter presents data on important aspects 
of the edible oil economy of India. The essential 
purpose in doing so is to provide the neoessary overall 
perspective and evolve a framework to examine the 
Government decision of January 17, 1977, placing imports 
of certain edible oils and oil seeds under the Open 
General Licence Scheme. The Chapter, we hope, would also 
prove helpful in enabling informed decision making with 
reference to our conclusions and recommendations, as 
given in Chapter IV, of this Report. 


2. Vegetable oils have great nutritional significance. 

According to expert opinion, for a balanced human diet 
nearly 1 30-200 calories per day should be drawn from edible 
oils.^^^ On this basis, per capita requirement of edible 


oils would be nearly 13.87 kg. per annum. 


( 2 ) 


The 


(1) INDIA, National Commission on Agriculture , Part II, 

pp. 192-193 (Henceforth mentioned as NCA ) . 

(2) This is the suggested allov/ance for a typical balanced 

diet, by the MCA . In a balanced diet one visualizes 
availability of a number of other supplementary^ 
foods. For instance, it is presumed that the diet 
would have 130 gms. of milk and milk products. In 
case of abundant supply of milk the dependence on 
edible oils could be reduced. It is necessary to 
underline that balanced diet concept does not take 
note of reality. For instance, in India per capita 
availability of cereals 'is 434 gms. per day whereas 
the balanced . diet would have only 370 gms, of 
cereals. And vet the country is underfed I 


3 


’ availability level in India, hov/ever, was 3,5 kg. in 

; ( 1 ') 

1975-76. The gap between the nutritional requirements 

and availability has persisted for long. The level of per 

capita availability of edible oils was sought to be improved 


under planning in a gradual manner. In 1964, the Planning 



Commission had envisaged that as compared to 3.2 kg. per 


availability would be raised to 5.1 kg 


been uniform 


•ural to urban areas. In construction of Working Class 


Consumer Price Index Numbers in India, the weight assigned 


(1) INDIA, Economic Survey, 1976-77, p. 67. 

(2) INDIA, (Planning Commission) , Notes on Perspectives of 

Development, India; 1960-61 to 1975-76 , 1964, p. 4- 

(3) See INDIA, (Ministry of Labour) Working Class Consumer 

Price Index Numbers in India; A Monograph , 1972, 

, Delhi. 


table _ I 


abi lity of Ed ible Oi l s 
AM_Zanaspati D uring 1955-56 t o l975l7 iT 


31. 

Ko. 

Year 

Edible Oils 
(Kgs.) 

7anaspati 

(Kgs.) 

1 

2 

- -w— 

3 . . 

4, , 

1 . 

1955-56 

2.5 

0.7 

2. 

1960-61 

3.2 

0.8 

3. 

1961-62 

3.2 

0.7 

4. 

1962-63 

^.1 

0.8 

5. 

1963-64 

2.7 

0,8 

M : 

1964-65 

3.6 

0.8 

7. 

1965-66 

2.7 

0.8 

8. 

1966-67 

■ 2.7- ■ 

0.7 

9. 

1967-68 

3.4 

0.8 

10. 

1968-69 

2.6 

o.s 

11. 

1969-70 

3.0 

0.9 

12. 

1970-71 

3.5 

1.0 

13. 

1971-72 

3.0 

1.1 

14. 

1972-73 

2.4 

1.0 

15. 

1973-74 

3.4 

0.8 

16 . 

1 974-75 „ 

3.3 

0.6 

17. 

1975-76" 

3.5 

0.8 

* Provisional 



Source: 

INDIA, Economic 

Survey 1976-77, 1977, Delhi, p.67 
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Edible Oil 
as Raw 
Material 


also observes that consumer acceptability for different 
cals varies from one part of the country to another. For 
instance, . mustard oil is popular in ^Eastern States, sesamum 

and coconut in some Southern states and groundnut in 
Gujarat and Maharashtra. Generally speaking, consumption 

of edible oil^ is higher in urban areas .^or higher ■ income 
groups . Per capita availability of Vanaspati v/as -0. 7 2 kg. 
in rural India as compared to 2.86 kg. for the urban . 
areas. The age; regate expenditure elasticity of demand 
for oilo is near unity. This would suggest that its 
overall demand would rise in proportion to the degree' of 
improvement in income levels. It is also seen that edible 
oils ..are a substitute.. to butter oil (ghee). m a state 
like^ Punjab where per capita availability of milk and_ milk 
products is high, the , importance of vegetable oils (keeping 
in mind the relatively higher income levels of Punjab) is 
lower as against the neighbouring State of RajasthanJ^^ 

4. . Apart from vegetable oils needed for direct and 

consumption these oils also constitute an 
important raw material in the manufacture of soaps. 


Table- VI, 


(2) See: of Demand for Selected Agricultural 

e in India V# NCA (Mimeographed). 

(3) NCA , Part II, p.l90 



lubricants 


ome other product 


Wtis estiniutod. that out of the 


tonnes o 


uirements of 


The estimates 


• Table-Il shows production and composition of 

vegetable oils in India during the last six years. The 
major oil seeds are : groundnut, mustard/rapeseed, sesenum 
and coconut. Tnese four accnvmt triT m' _ 


Edible 


Groundnut alone accounts 




During 1971-72 to 1976-77 


( In lakh tonnes ) 

( Percentage in brackets ) 


1971-72 1972-73 1973-74 1974-75 1975-76 1976-77* 


2. Mustard Oil 


7. Sunflower Oil 


8. Safflower Oil 


Rough Es t imat e 


INDIA, Oil Seeds Situation , March 1977 

. ( Economic and- Statistical Advis 
■ the Government ' of India, 



dominant 


on of groundnuts as a 


unf lower, though Important 


ources of edibl 


the ^.v/orld 


es in India. "A notable 


cnanges witnessed in th- 


e of different oils whil 


overall 


level is not significantly changing, 
sunflower oils are tending to grow at 


roduction of vegetable oils i 


s einerging from a comparison of 


•ve compared two periods of thre 


years each,, instead of two points each representing a year 
in order to undo the impact of abnormal fluctuations 


occurring from year to year. The gross output of oil 
seeds increased by nearly 22 per cent over 11 years. The 
change seem.s to be more prominent for mustard/raposeed. 

As a result the relative share of mustard increased from 
16.2 to 21.4 per cent in the total output. The increases 



TABLE - III 


S howing Production Levels of C il Se ed 


(thousand tonnes) 


Ontpjut 


% of total output 


1. Groundnut 


1221.1 


(SoTorceJ The relevant issues of Agricultural Situation 
i n Indi a, a monthly publication). 




plained by the increas 


oy improveinents in 


productivity v/hich is quite pronounced in 


een that average productivity per acr 


'ound 


nuts the cha 


8, Area under oil seeds cultivation in India during 

the last^many years has not witnessed any substantial 
change. See Table-V. I'he increase in area under oil 


t one 


mustard/rcpeseed cultivation. For sesamum the crop area 
has declined. 


xegional Dis--9. Oil seed production is concentrated in a few states 

tribution of 

Oii-Seed^ of the country. The five States, viz., Gujarat, Tamil 

Production 

Nadu, Maharasntra, Andhra and Karnataka account for nearly 
four-fifths of the groundnuts crop - which is the leading 


source of edible oils. With regard to rapeseed/tnustard 
the production is concentrated in Uttar Pradesh, Rajasthan 
Punjab, Haryana and Madhya Pradesh. 





table - IV 


— — BB-ange in Pro ductivity of Oilseeds 


: 

rield I 


f 

1 Oilse'eds 

f ■ 

i 

(Average for 
11962-63,63- 

|64 & 64-65 

-J. ' ' 

lAverage for 

(1973-74,74- 
•75 & 75-76 

f 

-t , 

(Growth rate 
iper annum 

1 cf 

\ 

1 

t 

A ^ 

i 3 “ 

t 

t 

1 

4 

Gro-undnut 

762.3 

840.3 

•f 

0.89 

Rapeseed & Mustard 

406.5 

561.5 

' + 

2.98 

Sesamum 

188.8 

197.2 


0.53 

Linseed 

226.4 

270.1 

+ 

1.89 

Castor Seed 

229.8 

388.4 


2.50 

Major Oilseeds 

506.8 

592.0 

' *1* ■' .■ 

1.42 


(Source: Relevant issues of AgricTjLtxural Sit^tiori 

j:5:— B. sion’fchly publioatirl^ 




TABLE - V 


Showing Shift in Area Under Oilseeds 


Oilseeds 


Area under crop 


Average for 
1962-63,63- 
64 & 64-65 


Average for 
1973-74, 74- 
75 & 75-76 


('000 hectares) 

% of Total Areas under } 

■’'■'■aior Oilseeds ,*% change 


Average for 
1962-63,63- 
64 & 64-65 


Average for ,'in area 
1973-74,74- [ovur the 
75 & 7 5-76 Jperiod 



1 . Groundnut 

6963.1 

7153.9 

46.82 

46.11 

+ 2.74 

■. Ripeseed & 
lustard 

3004.1 

3502.8 

20.20 

22.58 

+15.60 

3. Sesamum 

2465.2 

2268 . 8 

16.57 

14.62 

- 7.97 

Linseed 

1988.1 

2083.7 

13.37 

13.43 

+ 1.02 

Castor Seed 

451.7 

506.2 

3.04 

3.26 

12.06 


Total for 

Major 

Oilseeds 


14872.2 


1557 5.4 


1 00 . 00 


100.00 


+ 4.32 


(Source : 


Situation in India) . 


12 


13 


Unirriqated 
Nature of Oil 
Seed Culti’- 
vation. 


Table-VI shows the state-wise pattern of groundnuts 
i reduction. Oil seec.. cultivation ii. Gujarat and Maharashtra 
has declined. Andhra Pradesh aid Tamil Nadu seem to be 
piebing up fast in the cultivation of oil seeds. Rajasthan, 
though comparatively less important as an oil seed producer, 
has increased its level of oil seed production to nearly 
double in 11 years (mustard only) . See Tabls-VII. 

10. The area base for oil seeds in India is not very 

large. Of the gross cropped area of nearly 16.3 crore 

hectares in India in the year 1975-76, area under oil 

' ■ (3 ) 

seeds was 1.55 crore hectares only i.e. 9.46 per cent," 

Of the total area under oil seeds less than one-tenth is 

irrigated. Table-VIII shows the extent of irrigation for 

groundnut during the four years, 1970-71- to 1973-74 for 

the major groundnut producing states. It can be seen that 

ne irrigated area u. ier groundnut j increasing sizeably 

in Tamil Nadu. Gujarat, accourting for a large, portion of 

groundnut output, has almost negligible (less than 2 per 

cent) irrigated area under groundnut cultivation. 


(1) The Percentage of area under oil seeds was 8.15 
in 1970-71. See: INDIA, All India Report on 
Agricultural Census 1970-71, 1975, p.37. 


I 



( Source : 


Gujarat 

1290.0 

1246.9 

24.30 

2 , Tamil Nadu 

1020.3 

1115,3 ■ 

19.22 

4 . Andhra Pradesh 

• 785.1 

1315.8 ■ 

14.79 

A Maharashtra 

7 52.5 

571. 5 • 

00 

•%. Karnataka 

545.3 

644.4 • 

10.27 

c. Madhya Pradesh 

300.1- ■ 

290.5 

5.65 

7. Uttar Pradesh 

290.1 

318.6 

5.47 

9. Other States 

■ 324.6 

508.4 

6.12 


9. All India 


5308.0 ■ 6011.4 100.00 


20.7 4 
21.89 
18.55 
9. 51 
10.72 
4.83 
5.30 
8.46 


Output 


Average for | 
1962-63,63- j 
64 & 64-65 [ 


Average for 
197 3-74'; 74- 
75 & 75-76 


Average for 
1962-63,63- 
64 & 64-6 5 


Average to 
1973-74,74 
7 5 Si 7 5-7 ' 


/:f Total Output 



TiBLE - VII 


vShowing 

Regional Pattern of Rapeset^ 

:I and Mustard 

Production 

(Thousand tonnes) 

■; 1 ■■ > 

. . 'I ■■ 

SI . 

ho.’ St at e s 

■ ■ ! ■ 

■J'. 

! Output 

1 % of 'Total Output ■■ 

jA-verage for 
t 196 2-63, 63- 

’64 ^ 64-65 

i 

~r — 

jAverage for 

*1973-74,74- 

;75 & 75-76 

1 

'Average for 

! 1962 - 63 , 63 - 
|64 4 : 64-65 

1 Aver age for 

11973-74,74- 
'75 & 75-76 

t 

; 1 1 

1 2 

! 3 

i 4 

1 5 

1. Uttar Pradesh 

775.0 

1223.7 

63.82 

62.47 

E. Punjab 

132.7 

204.4 

10.93 

10.39 

3. Rajasthan 

84.2 

163.9 

6 . 93 

8.33 

4* Madhya Pradesh 

50.9 

164.5 

4.19 

8.37 

5 . Ass am 

47.9 

73.0 

3.94 

3.71 

6. Bihar 

38.2 

48.8 

3.15 

2.48 

7. i:'fest Bengal. 

33 . 9 

41.1 

2.79 

2.09 

•: 8. . ; 0 1 h:er S t, at es 

51.6 

42.5 

4.25 

2. 16 

9. iill India 

1214.4 

1966.9 

100.00 

100.00 

(Source 

: Agricultural 

Situation in 

India) . 



Showing Extent of Irrigated Area for Groundnut 





o o 

Cn -P r-1 



a>-pH 


Cl) 

•r| 

rr) 

. rrl 

Cr* 



oi 

rd 

M-l M 

0 0 

p 


0 H 

-P 4J 

d 

: i 





•r-i 

, UJ fC5 



U 

-P (!) 




iTi h 



iH 

&i ffl 





















17 



Output 11. Groundnut crop, which contributes more than half 

Fluctuations 

of the edible oil production in the country, experiences 
a rood deal of year to ’’■ear output fluctuations- It is 
interesting that for the country as a whole the output 
fluctuations are not clearly related to changes in the 
crop area of the year- Chart A-*(i) shows movement of 
Index Numbers of Area and production for the country for 
groundnut over the period of 1964-65 to 1976-77 (See 
Appendix-A ) . If one takes individual states separately, 
the most violent fluctuations in output are seen in Gujarat. 

See Chart-A{iii) . In the case of Andhra and Tamil Nadu 

« ■■ 

there are, by and large, similar variations in output and 
area (See Chart -A (ii) and A-(iv)). The fluctuations in 
output and yield per acre are primarily due to the fact 
that most of the groundnut cultivation is on rainfed land. 

It is. obvious that the fortunes of groundnut cultivators 
and national supplies of , it are very much at the mercy of 
. wea.her Gods. 

12. A feature worth noticing about the pattern of 
oil seeds cultivation in India is that nearly two-thirds 
of the oil seed crops are raised on holdings of 4.0 hectares 
and above and about one-third being grown on holdings of 
lO hectares and above. Table~IX shows oil seed culti- 
vation by size groups of holding (1970-71) . In Gujarat 
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TABLE 


IX 


f 



Cultivation 

by Size 

Group of Holding in 

1970-71 



* 








TTf S . . 

‘ ■“*** otates 

Below 

0. 5 hect 

JO . 5-1.0 
•1 hect. 

I 

11.0-2.0 1 2.0-4. 0 • 

J hect. i 'hect. | 

t f -J- 

4.0-10.0; 

hect . I 

- -» - 

1 0 hect . 
& above 

'« a' 

1 Total 

JL 

! 1 

2 

1 , 

3 

. S 

* .1 . . ■ i 

{ 4 1 .5 1 

1 

6 ' 

7 

i 8 

■ ij, ■] ro.t' 


0.1 

0. 5 

3.9 12.8 

42.6 

40.0 

100. 0 

: adhya Pradesh 

1.3 

2.7 

7.2 16.4 

36.1 

36.3 

100.0 

. Maharashtra 


0.6 

1.7 

5.8 14.6 

37.4 

39. S 

100.0 

Karnataka 


0.5 

2.6 

9.9 20.4 

36.1 

30.5 

100.0 


( 


5. Rajasthan 

1 . Uttar Pradesh 


1.1 

6.0 


7, Andhra Pradesh 1.6 




a 


ami 1 .Nadu 


4.8- 


3.3 

10.1 

3.9 

10.6 


9.5 

19.5 
10.7 
20.9 


18.4 
26.6 

19.5 
26.8 


30.1 

25.9 

32.8 

23.2 


37.6 
11.9 
31.5 

13.7 


100.0 
100.0 
100 . 0 
100.0 


y. All India 


7-9 


11.2 


18. 3 


33.2 


29.4 


100.0 


(Source: INDIA. All-India Report on Agricultural Census 1970-71 , 

1975/ p. 71). i; 
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21 


which has the largest area, under oil seeds in the 

country, four-fifths of the oil seen area was in holdings 

.of 4.0 hectares' and above. The labove pattern is in 

contrast to cultivation of rice in which holdings below 

4.0 hectares account for the largest part of the culti- 

( 1 ) 

vated area in most of the states. A direct implication 
of the above is the large farmers ' likely reaction to 
anticipated price movements and their decision to market 
the crop in a manner that would get them the best 
maximum return. In this, one presumes that larger a farmer 
higher would his waiting capacity be. The compulsions to 
rush their crops to market would not be as great as it 
would be for smaller and poorer cultivators. One should 
expect that in order to obtain better prices the large 
farmers -would'''brihg their output to the market in a 
delayed manner as prices start escalating gradually after 
the post harvest months. The adoption of such tendencies 
should get reflected in the pattern of market arrivals. 

This phenomenon has been witnessed in the case of ground- 
nut crop in India. We compared the pattern of all India 
market arrivals of groundnut for 1968-69 and 1975-76. 




was marketed during the third 


imilar exercise 


o undertaken for groundnu' 


shifts have a number of policy implications 


Edible oil, unlike puls 


and some other crops 


India has been trading in edible oil 


with the rest of 


Table-Xl, XII and XIII show India's overall export 


imports of (i) edible oil 


account. The trade balance has been uniform. India was 


not importer of edible oils Ound seeds during 1972 and 


1973. The position was reversed in next two year 


1974 


crores. The exports were 


groundnuts 


It is also seen that India has been an 
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TABLE - X 


Showing Pattern of Marke t Arrivals of 
Groundnut During 1968-69 and 1975-76 
(All-India and Gujarat) 


Si. 

Ho. 

Months 

All- 

India 

. ' . 

Gujarc 

it 

Percentaqe Arrivals 

Percentage 

Arrivals 


1968-69 

; 197 5-76 

1968-69 ; 

f 

1975-76 


1 

2 

1 

I 3 

.. 1 ,..; , 

4 ; 

1 

5 : 

1 . 

October to December 

49.60 

40.60 

63.91 

44.37 

2. 

January to March 

27.18 

26.82 

22.52 

■38.34 

3. 

ADril to June 

13.15 

19.73 

11.42 

■14.21 

4. 

July to September 

10.07 

12.85 

2.15 

2.87 

5. 

Total 

100.00 

100.00 

100. 00 

100.00 


(Source: INDIA, Bulletin 

on Food St'.tistics 1975-76 

t 


1977, and INDIA, {Agricultural Price 

Commission) Report on Price Policy for 
Groundnut, Soyabean, and Sunflower-seed 
for the 1972-73 season , 1972, p. 16) . 


TABLE ~ XI ■■ 

Showing Imports and Exports of Edible Oils 
During 197 2 to 1976 — — 


"I '■ ^ ~ 

I Quantity (Thousand tonnes)! Value (Crores rupees) 

# I - —I...... ,.,y 



; Import 

■■f" 

- -I ■ ' — 

! Export 

I Net ■ 1 

! Imports ! 

I . 

Import ! 

: 1' 

■ . ^ . ; . . 1 . 

Export 

! Net ‘ ^ 

J Exports 

- 1 ■ 

I 2 

8 ' 

i 3 

8 - 

! 4 ! 

. s 

5 

! 

6 

! 7 

1972 ' 

67 . 596 

47.876 

+ 19.720 

20.164 

18.104 

- 2.060 

1973 

153.236 

50.411 

+102.825 

49.441 

36. 868 

-12.573 

1974 

72.865 

54.422 

+18.643 

23.147 

39.081 

+ 15.934 

1975 

30.220 

76.054 

- 45.834 

15,999 

30.819 

+ 14.820 

1976 

106.281 

90.719 

+16.102 

66.446 

43.785 

- 22.661 


(Source: INDIA (Ministry of Agriculture and Irrigation,) 

Bulletin on Food Statistics , 1977, >pp. 134-135.) 





.Tab le - xi i 


g^^a^iga-IaEo rt and Evnn w Of „„ , ^ 



28.254 + 15,878 

35.703 + 43.484 

95. 543 - 61.515 

101.814 _ 83.129 

19 5. 579 -184.649 


6.774 

12.336 

12.487 

6.452 

2.479 


5.788 

11.974 

38.734 

44.338 

78.986 


~ 0.9 86 

~ 0.362 

+26.247 
+ 37 , 886 
+ 76.507 


(Source: INDIA (Ministry of Anricult 

Bulletin on PooA Statisticj"" 

— 1977, op. 134-135.) 
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TABLE - XIII 


Showing Import and Export of Edible Oils. 
. ...a,nd. Oil Seeds During 1972 to 1976 


( V'-lue in .Crores- -rupees) 


Year 

• Import 

i Kxport 1 

Net Exports 

1 

2 

! 3 ! 


4 


1972 

26.938 

23.104 ' 

mm ' 

3, 

046 

1973 . 

61.777 

4 8. '84 2 

. , - 

12. 

93 5 

1974 . 

35.634 

77 .■815 


42. 

181 

1975 

22.451 ,,, 

75. 157- 


52. 

706 

1976 

68.925 

122.771 


53. 

846 


(Source: INDIA (Ministry of Agriculture and 
Irrigat Ion) Bulletin cn Food 
Statistics, 1977, po. 134-135.) 
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roundnut 


worth Rs. 78. 99 


ilar ‘ shows movements of edible oil Price 

index over the period of April 1962 to April 1977, One 
can observe the presence of a rising secular trend in 
the prices of edible oil. m view of the nature of the 
price data, instead of plotting a normal scale graph, we 
have shown the price trend on logaritharnic scale on the 
vertical axis and normal scale on the horizontal axis. 
The growth rate in prices of edible oils in India works 
out to be nearly 9.5 per cent per annum. The 

ence of an upward secular trend can be explained in 
terms of a number of factor. Firstly , the demand for 
edible oils in India has to be seen in relation to the 
rate of population increase during the period. Between 
1961 and 1976, the rate of population increase has been 
nearly of the order of 2.4 per cent per annum against 
the less than 2.0 per cent per annum increase in 
oil seed production. Secondlv. the nr-ioo v--: c,. 


price Y is given by; 

( 10 ) •0394. t where t is the time 


in. years from November 1969 
5 per cent growth rate in p 




CMUT-C 










TABLE - XIV 


Showing Index Numbers of Wholesale Prices 


(Base 1970- a = 10. '; 


NOv 

Mc r. Ohs 

01-62 

62-63 

63-64 

'64-65 

65--G6 

66-67 

67-68 

68-69 

69-7 0 

70-71 

71-72 

72-73 

7 3-74 

14-/S 

nr '' r 

■ ■ i , ^ . ' ■ ' f u , 

76- 



2 ' 

3 

4 

5 

6 

7 

■ 8 

9 

10 

11 

12 

13 

14 

. 15 

; 5 

>1 

,1. 



43.4 

41.6 

54.6 

72.5 

79.8 

78.0 

76.7 

82.3 

99.3 

86.5 

103.8 

144.0 

173.7 

1 29.0 

1 ,9.6 

: .2';« 

Deceinh'-^r 

... . , 

41.0 

41.2 

58.0 

71. S 

■':2.2 

75.7 

71.5 

85.4 

100.6 

84 « 6 

106.5 

I 47 J 

17 5.8 

118.2 

159.4 

:> o 

January 


40.3 

41.8 

57.9 

71. 2 

87.8 

73.3 

73.2 

91.9 

101.4 

87.3 

108.9 

161.3 

170.5 

113 .n 

190.3 

4. 

y:-.bruary 

^ . ,, 

40.3 

43.2 

54.3 

70,1 

90.9 

67.2 

72.0 

92.8 

95.8 

85.3 

114.4 

161.5 

163.3 

104.8 

181.3 

5. 

Karch 

- 

39.4 

44. 5 

52.4 

71.9 

90.2 

62-0 

78.5 

95.4 

94.1 

85.9 

117.3 

161,8 

157.1 

102.4 

176.2 

6. 

April 

42.3 

39.6 

46-2 

53.4 

76.3 

89.6 

63.3 

80.2 

96.2 

89.7 

85.2 

121.6 

163^4 

161.8 

108,6 

175.0 

7. 

May 

42.2 

41.0 

48.0 

54.8 

83.7 

91.1 

62.3 

81.9 

100.1 

87.1 

83.2 

132.1 

169t4 

163.8 

106.1 

- 

8. 

June 

4^.1 

41.8 

50.8 

56,0 

84.6 

90.3 

59.0 

88.9 

102.7 

86.7 

87.3 

138.3 

176.^4 

156.9 

108.8 

■ ■ ■r*m" . 

/J 9. 

July 

42,7 

42.2 

54.4 

61.1 

85.9 

85.5 

59.3 

92.8 

103.4 

38.4 

92.7 

152.7 

178,6^^ 

145.5 

126.8^ 

- 

10. 

August 

43.9 

42.6 

55.4 

66.3 

90.2 

79.0 

69.4 

93.6 

104.9 

93.2 

95,5 

152.2 

182;, gJ; 

148.5 

13 , 5.5 

- 

11. 

Si.pt arnber 

4 3 V 6 

43.4 

58. 0 

67.1 

84 . 9 

73.3 

80.3 

97.5 

107.1 

91.5 

90.0 

149.2 

X 81 4 4 

139.9 

144. '8 


12.- 

October 

43.3 

42.7 

67.0 

67.9 

82.6 , 

73.9 

80.1 

90.2 

103.2 

90.2 

100.2 

152.3 


133.7 

, 146 a 


:iV’ ’ 
Iv"'' ’ ' 

, a ’’ 














■ ■ 


M 7 ? 

nMiv''* '' «*** ‘If 

. 
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edible oils has to be seen - vs ^ x- 

^ sec.n as a part of general 

inflatlonaii- trends in the Indian econoiay. if the 
general price index has an up„erd thn^st the edible oil 
price index cannot reinain stable. During the period of 
the study for edible oils, the smolesale Price Index 
has moved from 100.0 in 1560-61 to 314.3, in 1974 - 75 . 
SWMiZ- as the exp.3ndltur.e elasticity of demand for 
edible oils is near unity it is but natural that any 
rise in per capita income would raise the demand for 
edible oils in the econo, „y. The per capita income, during 
and le7j-76 witnessed an increase from ie.305.6 
to Pe.1004.9 (at current prices) and Rs.365.9 at 1960-61 
prices. £ourthly, though it is yet to be universally 
agreed that the degree of disparities in India has widened 
during the last 15 years, the faof: remains that the 
existence of inflationary situation by Itself has an 
element of consequences which furthered disparities in 
the economy. As a result of this, one suspects, there 
would be a larger pressure on demand for the edible oils. 
FifthlY _, as we have observed that per capita consumption 
of edible oils is relatively higher in urban areas and 
lower in rural areas, the shift in population, from 
rural to urban, would naturally add to the magnitude of 
the overall demand for edible oils. And lastly , one may 
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refer to the impact of increasing demand rn edible oils 
..n India from the mauafacturing secror. For instance, 

Vanaspati manufacturing units alone have stepped up 


their consumption in a significant manner during the 
last 15 years. The combined effect of these, we believe, 
could only result in a higher rate of increase in demand 
than the corresponding increase in overall availability 



As mentioned e 


oils in India 


dibl 


has been nearly two per cent per annum. me 
-ng imbalance between the demand and supply of 
2 oils is obvious. This phenomenon has its ro 


much longer pe 


case if one views 


Another featu-e 


fluctuations. The perioa cau 

throe clear cycles, alongwith the upward secular trend 
There 'are three peaks and three troughs. The cyclical 
•behaviour may have its roots in a number of factors. 


We feel that to some extent the cyclical 
price of. an agricultural product is a product of seasoi 
fluctuations - which too are quite evident in the case 
nil seed crops in India. Further, we have reason to 
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believe that cyclical behaviour is strengthened by the 
very nature of the commodity being non-perishable and 
amenable to storage. Added to these reasons are factors 
like changes in world production, government policies for 
exports and imports, and above all the speculative 
activities. of the edible oil trading community Chart— D 
shows the movement of Price Index (monthly) over April 
1962 to April 1977. If one observes the pattern of 


price movements within each year, one finds that the 



is not uniform for 


16. With regard to prices of edible oils/oil seeds 
one also observes the existence of wide price margins 
between different market centres of the country on the 
same day. For instance, the price for groundnut shells 
was noted as higher in Andhra (Mandyal) for a number of 
months during 1976 as compared to that of Gujarat 
(Rajkot) . See Chart— E for comparative prices during 
November 197 5 to November 1976 (See Appendix- B) . The 
prices at different centres, however, directionally do 


ympathy 


move in 
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restictions imposed on rnovements of the product from 
jne state to anothex _ or because of speculative inter- 
ventions in the markets. 


grice Spread : 1 7 . Existence of diff erances in vAolesale and retail 
Wholesale_ 

Retail prices is nothing abnormal. However, for a commodity 

which experiences .violent price fluctuations due to one 



the gap between retail and wholesale 


when wh'slo' 


sale prices move downward, retailers adopt a tendency to 


condition 


limits 


prices when whole so. 


are rising and they benefit partially and belatedly from 


he fall in wholesal 


phenomenon can be seen with regard to 


dibl 


See Table~XV and Charts P and G, The facts /given in the 


wholesale and retail prices are for Kanpur and Bombay 


which are urban, industrial and trade co 


retailers ' margin would be expected tc be higher in 
rural and those other areas which do not have regul< 


TABLE - XV 



gj:^ing Retai l and Wholesale Prices of 
-^a siuILjiid, GgHIIHdK'ut ot'I" 


) ana Groundr 
February 197 6 ~ 




_(Rs. /quintal) 

Groundnut Oil 

(Bombay) 


Mustard Oil 
(Kanpur) 


Si. ; Year/ 
No. I Month 


Wholesal 


Wholesale 


February 

March 

April 


May 

June 

July 


November 

December 


1977 


Not quoted 
Not Available 


on in India) 




\«£Sia V^HOLE&Aie 
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Speculation in 18. We have already ; made an attempt to throw light 
Oil seeds & Oil 

on some of the important characterist ' cs of the edible 
oil economy of India but the picture would be incomplete 
if one does not rnen-cion rhat edible oil trade is highly 
infected by speculative activities. The fluctuations 
in prices are of varied and violent character. The prices 
of edible oils do not alv/ays move according to actual 
market arrivals or in response to harvest and lean seasons. 
The prices are considerably affected by the speculative and 
inventory activities of the traders, large farmers, 
and the crushing units. The speculation activity has to 
be seen in the light of the following uncertainties about 
the supplies of edible oils and oil seeds in India. 

Firstly , we have seen that oil seeds output in 
a year is considerably influenced by the level of rainfall 
in the oil seed producing States. This is to be seen along 
with the fact that oil seed crops are primarily raised on 
un-irrigated farms. The percentage of oil seed crop area 
with assured irrigation constitutes only one eleventh of 
the total area under the crop. In the case of groundnut 
crop, it is well known that productivity of the crop is 
closely related to moisture content of the soil during 
certain specific periods over its life cycle. If the 
rains fail to arrive during the critical period, it has 
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serious effect on the output. Additionally, as the oil 
seed production is not spread over the country as a whole, 
the level of production in a year gets related to rains in 
a few States. A wider dispersal of the area could reduce 
the eleinent of uncertainty of output. 

Secondly , oil seed and Vegetable oils are inter- 
nationally traded commodities. India has been, for long, 
a participant in the trade. Exports from India are 
encouraged if internal prices tend to crash and restrictions 
are placed on exports during edible oil scarcity. At what 
point would the Government decide to import or allow exports 
and under what conditions remain uncertain for the oil 
trade. It is also well known that oil prices in the inter- 
national markets have not shown stable behaviour over time. 
To the extent India trades in edible oil with the rest of 
the world, it is but natural that the Indian prices would 
get related to the price uncertainties of the international 
edible oil markets. 

Thirdly , the Indian experience suggests that oil 
producing States have been taking decisions to intervene 
in order to regulate prices of edible oils from time to 
time. The decisions of the State Governments have been 
quite erratic. For instance, Gujarat Government 
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introduced restrictions on movements of groundnut 
aud groundnut oil in ■'uly 1964 but these were withdrawn 
in November 1964. In later years too the Government has 
intervened in one or the other manner having direct effect 
on prices. In some years a levy is imposed on oil 
extracting units; in others, procurement price for 
groundnuts is fixed and in certain periods the Government 
takes up the responsibility of distribution of the oil 
through fair price shops. The nature and timing of State 
Governments' interventions in the major oil producing 
States cannot but affect prices in the rest of the 
country. 

Fourthly , one has to keep in mind that the 
Reserve Bank of India's policy with regard to credit is 
also subject to changes from one season to another. The 
effect of credit squeeze through variations in margins can 
be quite significant. And lastly , one may mention that 
demand for indigenous edible oils can get significantly 
affected by administrative restrictions imposed on 
Vanaspati manufacturers to desist from using indigenous 
oils and to make them depend more on the imported 
quantities. Similarly, because of the mutually substitute 
nature of the edible oils, a shortfall in one type of 
oil seeds, leaves its impact on the prices of other oils. 
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The Vanaspati manufacturers and other industrial users 
are known to var-^" tnair raw material composition to take 
full advantage of the movements of relative prices. 

19. lA/e have mentioned some of the important reeisons 
which add to price fluctuations of edible oils in India. 
This is not an exhaustive account. However, because of 
the large fluctuations in prices, it would be legitimate 
for the genuine manufacturers ' to indulge in fon'/ard 
market operations to reduce risk of loss arising out of 
a sudden change in prices. Given the fluctuating prices 
and uncertainties of edible oils trade, it is also a very 
inviting area for speculators. The forward marketing in 
oil seeds is not always a legal activity. Yet one finds 
de fecto a large extent of speculation In oil seeds. This 
fact is well underlined by the number of illegal cases 
observed by the Forward Marketing Commission in India. 

20. On various counts the edible oil economy of India 
presents a j^icture of instability. The compound annual 
growth rate of oil seed output has been low. As against 
the erratic and sluggish growth in output, the demand 
has been steadily on the increase. India's participation 
in the world- edible oil trade, speculative trade behaviour 
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and uncertainties concerning the nature, timing and 
effectiveness of public intervention devoid of an 
overall perspective, have given further fillip to the 
' erratic price behaviour of edible oils. The consumers 
.and the growers suffer while the traders (including 
bigger farmers cind processors) harvest huge margins. 






CHAPTER - II 



1, On January 17/1977/ the Government of India 

(Ministry of Coraraerce) announced rheir decision to (i) 
decanalise import of three oil seeds and edible oils (viz; 
Soyabean, Copra and Palm oil); and (ii) allov; duty free 
impoarts of six edible oils and oil seeds (viz; groundnut/ 
sunflower/ soy-abean/ coconut/ rapeseed and palm oil) 
through private parties. The import licences v;ere to be 
issued freely as the imports were being allowed under 
"Open General Licence". The imports were/ however/ wholly 
meant for direct human consumption and diversions to manu- 
facture of v-anaspati or other industrial uses were prohibit** 
ed. Applications for grant of licences were to be enter- 
tained from units engaged in manufacturing/ refining or 
blending or marketing of edible oils. 


Administra- 2, The applications were to be made/ according to the 

five Arrange- 
ments fo r Public Notice/ on Pomi B or B-1/ which are specified for 

Issue of Llcen- ■■ 

ces on a Free obtaining ■import licences by Actual Users in the-^ sector. 
Basis ; 

However/ the Licensing instructions (confidential) were 
to issue licences; 


(i) on top priority; 


(ii) 


without any scrutiny 
or capacity; 


in regard to consumption 



limit; and 


■ 


- 47 ^ , 

(Iv) without raising any objection on "flimsy grounds" 
(the expression remaining unclarified but pro- 
bably tmderstood in of ficial eircles) . 7 



In order to ensure that licences were issued 
expeditiously, the Regional Licensing Authorities were 
directed to submit weekly report indicating the progress at 
issue of licences to the CCI&E. It was emphasized that 
applications should be accepted for issue of licences even 
if these were not made on the prescrilsed forms. The only 
condition to be insisted upon was the payment of fee — ■ 
which in any case v/as nominal. The validity period of the 
import licences was to be one year. 


The Public Notice of January 17, 1977, was elabo- 


Subseguent . 3, 

Modifications: 

rated, cla.rified or amended through a number of si±)sequent 


Public Notices and Circulars. The first clarification was 
within a week _(on January 24, 1977) explaining that ’Palm 
Oil would also include ’Palm Oleine’, There was further 

(Public Notice of June 23, 1977) that 'Palm '' ' 
cover 'Palm Kernel Oil'.' Similarly, -.on 
announcement was made that coconut oil 

will be allowed. 


- 4S - 

sftixe the January 17, 1977 Public IJrt ice stated that 

"this facility of import of edible oils and oil seeds is h 

not available for Vanaspati industry" . It was clarified 

in the ..January 24/ 1977, Public Notice that Vanaspati Units 

which are also engaged in refining and blending emd/or 

^uoes will marketing of edible oils for direct^ import of edible oils, 
be eligible 

for On August 20, 1977, another Public Notice withdrew the ban 

on yellow variety. It xvas announced that coconut oil of : 
white variety shall mean only coconut oil which conforms to 
the Prevention of Food Adulteration Rules. There were also 
a number of other amendments, c.-arifications and changes in 
policy with reg.ard to the initial decision of January 17, 

^ 1977. One of the most striking feature of the internal 

circulars issued is that these do not seem to be responded, 
as per expectations, either by the Regional offices or by 
the licencGcs. There appears to be poor follow up. Repeat- 
ed requests for Information on implementation status of the 
import licenses issued yielded poor results. 

Importance of 4, By all standards, the decision of January 17, 1977, 

the Decision; 

was an important one. For instance, the CCI&E was asked 
. , to issue import licences on ‘Top Priority* basis and 

/ ignore all formalities and drastically cut down procedural 

4 ^ ^ . . ..' .. .' ' ' 
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fOEUialit-ies. The decision reflects a great deal of 
urgency. Secondly ^ the' decanalization of three oils was 
a reversal of the; earlier policy, having imp3.ications for 
the programmes of the State Trading Corporation. Thirdly , 
the decision to allovj duty free imports, without placing 
any value limits could imply a foreign exchange conmitment 
of hundreds of crores of rupees in a year. Given the fact 
that it was .m important decision, it is only natural to 
expect that the decision must have been made after careful 
examination of the situation and awareness of the likely 
short and long-term socio-economic, financial and administra- 
tive implications. 

5. We made several attempts to collect information and 

related official background papers in the Ministry of Commerce 
and Civil Supplies, with regard to the decision of the C j- 
January 17, 1977. During our informal discussions we were 
told that, 'probably*, there was a high level meeting on 
January 13, 1977, in which the decision v^as taken to direct 
the Chief Controller of Imports and Exports to place edible 
oils under the category of <5GL (Open General Licence) . We 
could not obtain the relevant papers on the subject. In 
the following paragraphs, we attempt, of our own, to cap- 
ture the situation in which the decision was made. This is 

how, probably, the ed ible oil picture could have looked like 
(2 ) ' One' of the '"confident i'al circulars to the Regional Autho-i,- 
..rities was ■ Ci) not to insist on the application being ■ 
made on the prescribed' form (B-I) .-and consider appli- 
cations made on- plain ■paper. There was to be no ■ ■, 
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in the beginning of the year. 


Background to 6. Under the period, of Emergency, starting v^ith June 

the Decision; 

Steep Price 1975, it was a Governaient claira that, as a result of the 
Rise n 

stringent measures taken against hoarders, traders and 
black marketeers, the prices of essential comiTioditie .3 
were drastically brought dovm. In this regird '/anaspati 
and edible oil prices had, undoubtedly, vritnessed steo-p 
decline by e.3Xly 197 6, Price of gro’-ondnut oil (Bombay) 
in February 197 6 had fallen to nearly half of the prices 
of January 1975. The sarae was the case v 7 ith the All India 
Price index, '.'ha seime v;as the case xvith Vanaspati. In 
sharp contrast to the above mentioned trend ruling over a 

M ■ ■ 

year, prices of edible oils and Vanaspati started rising 
in a steep manner from July 1976, Price Index of groundnut 
oil (Bombay) with January 1975 as base (100.0) vjhich hod 
f illen to 49,05 in February 1976, r-se to the level of 87.78 
in December 1976. Price Index of Vanaspati (Panghat at 
Delhi), similarly, rose in less than a year frcra 56.85 
(February 1976) to 87,57 (December 1976), i.e., a rise of 
nearly 54 per cent in 10 months. See Table 16 and Chart H. 

In brief, the Government had to face the stark reality of 
a steep and continued rise in prices of edible oils again.st 
,t the much publicized 'achievements under Emergency*. Tliis 

posed, understandably, a big challenge -to- the then Government, 

frcm"' pre page- q'aestionip^., j^S'.^tsh^se could be described as 

* flimsy. ;:Ir»3eed,;, the efficiency of 

, • the ' was tp be j edged on 

. . ■ • ;t,he issued. 



'FJoe moex 




TABLE-}?/! 


Showing M ovei aent of Price Indicis of Groundnut 
Oil (BoiTtoavf an d ' Pan ghat (Delhi) During 1975 ^19ie 

(Base January 1?75 = =0{ 


Year/iionthe 


Groundnut Oil 
(Bombay) 


Pan ghat 
( Delhi ,} 





1 

2 

3 


1975 



1, 

January 

100.00 

100,00 

2. 

February 

97.72 

98.16 

3. 

March 

95 . 57 

94.49 

4. 

April 

100.63 

108.40 

5. 

May 

99.05 

98.50 

6: 

June 

94.94 

94.69 

7. 

July 

91.14 

92.35 

s. 

August 

92.09 

89.91 

9. 

September 

77.85 

77.66 

10. 

October 

31.05 

86.84 

11. 

November 

67 .72 

77.66 

12. 

December 

62.34 

70.26 

1976 



1. 

January 

55.06 

66 . 65 

2 M 

Februar-." 

49.05 

56,85 

3. 

March 

54.75 

58.84 

4. 

April 

57.41 

59.97 

5. 

May 

, : :53.54 :: 1 

59.76 

6 * 

June 

■.65.:19- :V, 

72.61 

7, 

July 

78.16 

74.19 

8. 

August 

: 81.01 

78.16 

9. 

September 

a::;::B1.0l^ 


10. 

October 

81.01 

76.93 

11. 

November 

81.01 

31.39 

12. 

December 

87.78 

87.57 


(Source! 




INDIA! (Ministry of Agriculture and Irrigation) , 
Bulletin On good Statistics , 1977, pp, 162-63).' 
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Domestic 



7,: There was need to augment supplies of edible oil 

t€) restrict the upward thrust in edible oil prices. As 
regrirds domestic production the prospects did not appear 
to be bright. Traders in edible oils had expectations of 
a poor supply for 1976 ., In the case of groundnut crop^ it 
was already known u hat market arrivals of groundnut during 
October-December 197 6 were lovrer than the corresponding 


period of 1975. The market arrivals in the first quarter 



:e season were 


(Market arrival 


of groundnut 


tonnes during October-Deceinber 197 6, vi 


thous and tonne 


had to be lowered and the prospects of indigenous supplies 


//ere not briaht and that v/ithout 


options open to the Government were limited. The only 


course open to Government was to adopt a policy for allowing 


in earlier oteriods, international 


edible oils were far lower than the prevailing wholesale 


in India, Thus, import 


coconut and groundnut oil could be profitable for the 
importers, i'nerc w:as no questi-jn of subsidy 'to make oil 
available, at lov.-er prices. The margin of profit, for 
imports as seen in January 1977, v/as rather attractive. 

For rapeseed/mustard, the inaernationB.l: prices (as paid by 
State Trading Corporation) v/ereqZ' 561 per t^sano c.i.f,. 

The prevailing price was in. 3, 300 per tonoo (K---nour) in 
January 1977. If one Cs^nverts dollar in : j rupees 'o one 
dollar equal to Rs. 8.50, the import price v.-ould be Us. 4,7 68 
per tonne. This left a margin of Rs. 3, 631 . 5 per tonne . The 

price differences for other edible oils n.-orv. also quit>= 
attractive. 

'. Past Public 10. During the early part of 1976 the prices of ground- 

Intcrventlons; 

nut had come down sh-arply. The Governrn'--nt was concerned about 
this and had taken measures to see that prices do not crash 
further, which could result in considarable misery to the 
groundnut producers, shrink .area under groundnut crop snd 
end up in lower supplies of edible oils in tiic following 
year. To hold prices, the State Trading Corporation under- 
took purchases of groundnut oil fi^r purposes of export. The 
Government also announced price support policy for ground- 
nut and sunflower seeds. Pram July 1976 the prices st'irtcd 

shooting ^p. To remedy the situation, exports of groundnut 

and groundnut oil were banned; the consuimption level for 
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groundnut oil by vanaspati manufacturers sought to be 

.reduced by raising the minimum level of consumption of soya~- 
bean oil. Initially, the minimum level of consumption of 
. ^ ^ oils was raised from 10 to 20 psr cent. Within 

15 days this limit was raised to 50 per cent in July 1976. 

A.S the situation continued to worsen the vanaspati manufac- 
turers were directed to reduce use of indigenous vegetable 
oils to the level of 10 per cent. Pr.cp/ision of the necessary 
imported edible oil to the vanaspati units was made the res- 
ponsibility of the State Trading Corporation, One would see 
that the STC had to reverse its role within a short period - 
from an exporter to an importer of edible oils. The STC 
was given a target of 6.00 lakh MT of imports during 
November 1976 - October 1977. The STC was probably not able 
to handle larger Imports than the target fixed. In any case, 
the storage capacity ■ ;ith the STC wa^ only 1.36 lakh MTs, 

It was a fact that the vanaspati manufacturers v/ere not 
lifting their allocated quotas. This implied that the STC s 
capacity to import iv'as further restricted. In brief. Govern- 
ment took a variety of adrainistrat ive decisions to control 
prices, but it could not curb the rising price of edible 

The Role of ll* Tb® STC was mainly an import'ir of soyabean oil. Out 
tHe S .'T .cr ' ■■ ■ ^ 

of 5,80 lakh MTs of imports, the soyabean oil was 4.16 lakh 
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MTs; Rapeseed oil 1.01 lakh MTs; and Palm oil only 0.64 i 
lakh MTS. Tna STC a/as also to handle 50,000 M:T 3 of soy:abean 
oil under PL- 4 30. In India, due to consumpcion h-ibits, 
soy.abean oil does not find much acceptability for direct • 
consamption. tVc-n the vcunaspati manufactt-irers prefer indi- 
genous groundnut to soy’abean oil as ir.^o fcicby substanc '.3 
constitute a higner percentage in soyfoean and imported 
rapeseed oil as compared to groundnut oil. H: id under- 
stood that consumption of hydrogen, in tiie process of vanas- 
pati iTii.anuf acture, is rear higher when sc'ysbe.tn or imported 
rapeseed oil is used as the base. This escalates the eon- 
version costs. ■ In the face of these facts, it is no sur- 
prise that vanasxjati manuf acturers have violated Government 
directives :.ind hai/e used higher percentage of groundnut in 
vanasp.ati manhfacturc than that determined by the Governmertt 
gconomic Survey (1977 ) accepted the fact that "the use ■ ' 
of g’"oundnut oil shot up to more than 45 per cent as against 
the level of 24 per cent", vThe relatively poor cotton crop ' 
during 1975-76, resulting in lower quantities of cottonseed 
oil made the situation worse. The ST C had not built any net- 
work for oil distribution and it v/as primarily concerned 
with handling of imports and not internal mai'keting. It 
was, probably, because of these facts chat the STC could 
not be seen as .an agency to import edible oils in a massive 
V attempt;; to^ cQhf fdl'; irhcernal apri cedi 7 
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Guiar a-t‘s Role ; 12. As pointed out in Ghaptei'-I of this report, the 

edible oil supplies in India originate in ■ a few States; 

■ the single most important source being Gujarat for supplies 


of groundnut :and groundnut oil. In sympathy xvith the 
rising trend in prices of edible oil in the rest of the 
country, prices of groundnut oil 'witnessed a sharp 
increase in Gujarat. This v;as a matter of concern for the 
local population which felt aggreiveci that the consumers in 
Gujarat were made to suffer and all the available oil was 


4 


I ir 


being sucked off by the rich pc'ckcts (cities like Bombay) 
of the country. The concern of the State Government was 
natural. To meet . the situation, contrary to Cen.t.ra.1 Gcvorn- 
ment decision, Guj ara.t placed informal restrictions on 
export of edible oil from the State: . The curtailment of 
the supplies from the most important oil seed producing 
Scats could only hel > wox'sen the alraady existing pressure 
on the prices of edible oils. 


f Ir 
! Pi 


Forei gn Exchan ge l 3. While ex<3inining polJ.cy options to control j.nter*al 

Position : . • 

prices of edible oils, as one faced i:he [iroblem in January 

1977, one must take note of the fact that the foreign 

exchange situation for the country vrac n;)t v;hat it used 

to be for over two decades. Since 1975-76, India's foreign 

exchange reserves had taken a turn for the better. There 


was a net increase of India's foreign ex...hangc; resera^’es 


Assessmeat of 
the Decision: 


by Rs. 674.1 crores in 1975-76. In' January 1977 , it was 
also obvious Inaia v/ould add up another Rs. 1500.00 

crores or so to the foreign exchange reserves. Thus, 
foreign exchange could not have appeared c.. be a constraint 
on the policy of going in for imports ;)f edible oils. 

decision. to ira^ edible aa Is on top prioriuy 
basio and to use the potential of private trade to bring 
down the prices cf edible oils has ; ilso :co be seen in the 
context of the Government decision to declare holding of 
General Elections in March 1977 . ; We do not have the 
necessary information to cross check if the two decisions, 

namely, (i) to allow imports of edible oils under Open 
General Licence, and (ii) hold General Elections in March 
>77 were interrelated or; not. It may, however, re mention- 
ed that the PiablicWotice to pla edible oils on OGL was 
dcited the 17th January, 1977, and the decision to h'..>ld 
General Elections v/as announced on the 19th January 1977 . 

15. The need for Government inter\rencion to curb the 
rising prices is. Indisputable, more particularly for goods 
of mass consumption like edible oils. It is also not. for 
us to comment on the timing of the decision and the consi- 
derations which prompted the Government to opt for imports. 
We, however, are analysing in the following the decisi'^^n 




59 


Hazards of 
Sudden^ big 
Im-pori- s ; Nee d 
for a Cautious 
Approach 


to import, through private sector, edible oil on a big 
scale by placing it on the OGL and its implications. 

16. It is true that in January 1977, when the decision 

to import large quantities of edible oils v;as taken, edible 
oil prices in international markets were lower than the 
Indian prices. There is, however, abundant " accumul’ated 
market information po underline that achsnever one or more 
countries enter suddenly and in a big way the interncitional 
market for obtaining spot deliveries, price of the commodity 
demanded vitnesses a steep rise. India also had such 
experiences in the past with regard to vrheat purchases. 

The phenomenon is well 3<nown, Countries keen on importing 
large quantities attempt to strike large deals with lighten- 
ing speed in an attempt to for close possibilities of having 
to pay higher prices for later purchases. Another method 
ou circumventing the sit/uation is seen in signing direct 
supply agreements with producer countries. It is, therefore, 
our opinion that if Government was desirous of obtaining 
large supplies it should have gone about in a systematic 
manner. For instance, the State I’radiiK/ '"'oipoi'.'it i on oonld 
have been advised to settle bargains in :i non-conspicuous 
manner. I.'.’suance of Public Notice to allow unlimited 
"duty free imports of edible oils through large many buyers, 
v/ho were bound to act in an un- coordinated manner with 
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I 


Reduction in 
Internal and 
World Market 
Price Differ ; 



desperate desire to strike bargains at all important 
ii. tarnationa!; edible oil markets, could only make the world 
prices react as these indeed ctic-. It miay be true that the 
international prices v«ere already rising, as suggested in 
many quarters, as a result ot -purchases by the USSR and 
China. But India's entry into the imarket in a big way 
could not but have been another important factor in aggrava- 
ting the price rise. In the past, India has traded in 
edible oils; however, its magnitude h£is never been of more 
than Rs. 30-40 crores spread over a year. In contrast to 
this, .here was a decision of the Government of India which 
announced unlimited imports - at least worth hundreds of 
crores of rupees. This was predictably to result in rise- 
in world prices. 

17. In January 1977, the internal prices of edible oil 
were high yj s-a-vis the international ones. This left a 
margin for the prospective importers. Given such a situa- 
tion, a decision to import edible oils, without any import 
duty, was aimed at reduction of edible oil prices in India. 
What would be the impact of rise in international prices 
consequent upon the way accompanied by a reduction in 
internal prices? It is obvious that linking up of internal 
edible oil market with that of the rest of the world (an 
unavoidable consequence of allowing unlimited imports of 
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the oils) vrould reduce the price differential. The greater 
the quantity actually imported, the larger ' likely to ac 
the fall in internal prices. Accompanied by a rising trend 
in world market prices/ . the arrival of imitorted quantities 
may reduce the internal and world price differential to a 
marginal level, VJould the private import licence holders 
implement their licences under such conditions? The answer 
is likely to be ‘no' . It is also relevant to keep in mind 
that the Indian Government did not take any decision to fix 
minimum prices of edible oils . As a result, the importers 
could only implement their licences under great risk of 
financial loss. 

Built-in Slow 18 . While judging the behaviour of the licensees in 

Utilization : 

going slow at utilisation of their licences one has to 
' ■ accept a basic premise that importers would be seen to be 

acting against their :yjn self interest, by helping to 
reduce internal prices, through enlarged imported supplies. 
It may be true that the licensees h-ive a moral obligation 
to utilize their licences in the national interest. But , 
could a private enterprise cake up activities which will 
not maximise their gains? The licensees will' like to 
choose their own timing and magnitudes of . imports, irrespec- 
tive of the number and value of licences commanded by them. 
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This maneo-«varo.bi,litY was provided in the conditions of 
the import licences, i.e. the licsncts v/ere valid for one 
full year. Moreover, through multiple licences, they had 
sliced up the total licensed value into convenient blocks. 
Infact, it is 'doubtful if the Governraent, at any tirae, 

expected the private trade to sc art implementing the import 
licences with speed. Probably, the assumption was that the 
mere fact than a large number of import, licences of large 
value had been issued, v/ould act as a dis-incentive for ; 
edible: oil traders to jack up prices or indulge in hoarding 
activities. Thus, it appears, slov; utilisation (jf the 
licences v/'as a built-in and expected p trt of the decision 
to place edible oil; on the OGL. 


Conditions for 19. The built-in limitations of the OGL system become 

Issue of Licen- 
ces Worsen the more obvious if one considers the condition -of issuance of ^ 
Inherent Limi- 
tations ; ^ ^ licences . according to the Publi:C Notice of . 

January 17, 1977, the eligibility for import licences was 

restricted to those only who are alre.ady in the oil business 

either as manufacturers or as traders . Starting on this 

basis, operationally, the 'eligibility* cov^-^red 7 6 vanaspati 

manufacturing units (as the .importers have to have refining 


and blending c.-ap 
refining units 


r' vanaspati man 

;; 1 1 •! ' _ . i . ’ t; _ • 


s), the est ablished edible oil 
total of v/hom would be not more than’ 
) and, the traders in edible, oil. 



Let , US' for 



The. -cotal nurriber of these - could ■'be-s.v-srY large ^ 

the sake of argumeat . assume that there coiald be thousands 
of prospective importers . In matter of imports of edible 
oils, the importers have to have a rainimura facility for 
buying at the oil exchanges. It is not easy for a 

small trader to buy abroad without running heavy risks. 

This would be. an important factor to cut down the number 
^ fgpto contenders for licences. Secondly , interna- 
tional buying has to be in large quantities. Larger the 
volume of imports, easier it is to arrange supplies and 
shipping facilities. In a free f-or all race, it is but 
natural that larger units would enjoy a variety ■ of advan- 
tages of internal and external economies of scale. Thirdly , 
edible oil imports by the very nature of their being in 
liquid form can only be arranged by those who have -the 
requisite storage capacities. This further limits the 
members of prospective importers in the edible oil trade. 
Fourthly , as the initial provision under the Public Notice 
was not clear if imports of refinsd oil could also be 
affected, the import licences for edible oil could essenti- 
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largely concentrated in Gujara.t and Maharashtra region 
vith branches for distribution’ in or her parts of the 
country. It could, therefore, be predicted v;ith certainty 
that the decision to place edible oils on the OGL would 
mean that an overwhelming proportion of the licences would 
be secured by traders and manufacturers’ from the Western 
regio’n. 


,’\bsence of Con- 21. 
ditlons to En- 
s\ire Utiliza~ . 
tion: 


The licensees h :id the choice to use or not use the 
licences. The issue of an import licence did not carry 
any punitive clause in case , of non-use. Unlibe the issue; 
of industrial licences, where the licensees are expected^ ; ;'' 
to take 'effective steps’ ;vlthin a stipulated period, the 
import licences are issued without any such provision. 
Under the IDR act 1956, the Industrial licence holders 
are under obligation to furnish some basic inf orihat ion 
periodically as to the iraplementation status of their 
venture. Such conditions were not attached to these 
import licences in the beginning. In the case of indus- 
trial licences a 'letter of intent' is issued to the 
applicants to enable them to complete initial formalities. 
There was no such provision in the case of these import 


element of the January 1977 decision to go in for massive 
imports of edible oils. The reasons for non- involvement 
of STC for importing edible oils appears somexvhat uncon- 
vincing. Informal inquiries from the STC officials make 
us believe that the STC had at no time expressed its in- 
ability to \radertake the responsibility to import edible 
oils on top priority basis. In all probability, the de- 
cision v/as taken independently without consultations with 
the STC. As mentioned earlier, the STC had been coinmitted 
to meet requirements of the Yanaspati industry. It had for 
sometime an international netv/ork with market intelligence 
the like of which no private agency possessed. The STC 
has the personnel -who are quite knov/ledgeable about price 
trends and shipping problems. The STC had not been import- 
ing soyabean oil alone; it had imported substantial quanti- 
ties of other edible oils too in the past. Further, the 
STC had a command over storage capacity, located in differ- 
ent parts of the country. In brief, it is not possible to 
understand why the STC, a public sector undertaking, was 
kept out of the decision to import edible oils, particularly, 
when the emphasis was on speedy implementation . Particu- 
larly in view of what v;e have discussed in x^aranraph 16, 
planned purchases by a public sector agency could have 
prevented the world prices frcm moving against India,. 
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Storage 

problem: 


if not fully, at least partially. 

23. It is true that the STC has been acting as an 
agency for imports '.'f oils and has not been in retail 
trade. It has been a wholesale agency. One should imagine 
that the STC could, in case of difficult times, unuertake 
atleast limited intervention by entering into internal 
wholesale market and have immediate effect on the market 
prices. Moreover, the STC, had it been brought into 
picture, could have immediately directed a part of its 

. . . . existing stocks meant for V-anaspati units 

(who were slow in lifting their allotments) to the market 
for direct human consumption. It. v;ould not have, in any 
case, involved much off change in its functions, especially 
when the STC has provided, in the past, edible oils (mustard 
and rapeseed) for direct human consuitiption to the State 
Governments, In fact, one does not understand 'why the: STC 
could not be asked to have the oils refined on contract 
from tsiie government administered Vanaspati units, like 
Gunesh Flour Mill or private parties, ■ 

24. There could be a question of limited storage capa- 
city with rhe STC, But here again one has to think of a 
national problem being solved in a national perspective. 

In the case of storage capacity, is?hat sh'^uld be seen is the 
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total capacity available in the country cd not muQh 
is available -with the private or the public sectors 
separately. Un- utilized capacities of the private sector 
could be hired or requisitioned by the Government to meet 
this problem. Secondly^ it would be quite pertinent to 
ask as to what size of storage capacity was indeed needed 
to meet the shortage of edible oils. Logically, if there 
is a genuine scarcity of a commodity at a point of time, 
by definition, the storage capacities are under- utilized. 

And further, one has to underline the fact that with co- 
ordinated and phased manner of imports of edible oils the 
bottleneck of storage capacities could be overcome. And 
lastly, it may be mentioned that the problem of storage of 
edible oils has to be : seen in the context of the extent of 
shortages at various sets of prices and spread over the 
year. As the oil seed crop (1976-77) was expected to be 
lower by 10 per cent, one could have estimated the extent 
of shortage in terms of quantity of «*ils to be additionally 
brought in over the year. Given this, it should be possible 
to phase out the prograinme of imports keeping in view the 
temporal distribution of shortages and likely availability 
of storage space. For example, in the first phase of acute 
shortage, refined and/or unrefined oils can be imported. 
Meanwhile, the STC could import oil seeds for oil 
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extraction within the country. It is obvious that the 
storage probler- for oil seeds would not be as difficult 
• as for edible oils, 

25. In brief, we consider that if tlie objective was 
to bring in large imports to meet edible oil shortage and 
achieve a reduction in the prices for the benefit of the 
corrirnon man, the Government should hav,; utilized the State 
Trading Corporation as an agency, instead of placing the 
imports on the OGL and invite privccte trade to help resolve 
the crisis. In our understanding, based on experience the : 
hvorld over, in critical situations chrcllenges need to be 
mot in r 3 coordinated manner rather than be left as a free 
• for all affair. By placing the edible oil imports on 
the OGL, the Government placed all confidence in private 
trade and left it to the market mechanism to resolve the 
• crisis. The results of this approach have been no different 
from what could have been predicted. 

Implications 26. Probably, it vwas more out of lack of clarity that 
of Free Licen- 

- : the Government issued instructions to the Regional Licensing 

Authorities to suspend all normcl scrutiny of applications 
before issuing edible oils impox't licences. There were no 
questions to be asked. Who-so-ever asked for a licence, 
was to be given the licence with speed. Under the Emergency, 
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no one would h.ave doubted the meaning of instructions from 
tne GCIScE, directing uhat licences should not be denied 
on ' flimsy grounds ' . The suspension of normal scrutiny of 
applications meant that none in the CGI&E or Government 
could know how mucxi of the import licensees could be relied 
on for their utilisation. Any number of licensees could 
inflate the figure of the tctal value of nominal licences 
issued. The number of import licences issued^ without 
scrutiny, was also likely to be rather large as an import 
licence in India continues to command a premium. The past 
experience provides sufficient evidence that an import 
licence can be sold in black market. It could, have, indeed 
been the case if the Government had, all of a sudden, stopp~ 
ed issuing licences - may be ifter issuance of licences 
worth Ks. 500 crores or so. The purpose of obtaining a 
licence could have be'^n its underhand sale at a premium. 
Infact, a detailed inquiry into the genuinness of licen- 
sees could demonstrate this aspect in a conclusive manner. 

If the licences were to be issued to those only who had 
experience, storage, capacity, , the requisite infrastructure, 
available : credit dacilities and all that is necessary for 


efficient management of imports, there could have been some 
sense of responsibility amongst the genuine licensees to 


make efforts to import edible oils, Ho'wever 


e'^’en then the 
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other handicaps arising from the expected turn of world 


market and domestic prices (discussed e rliGr) would have 


limited the extent of utilisation of licence 


centration of supplies in the hands of n few -big importers 


Ison with 27 


In this regard, we may mention a number of parallel 


cases in the area of indus 


tion of IDR Act 1956, it has been seen that when certain 


industries v/ere ex' 


ments in these industries declined 


Such a behaviour on the part of Indian entreprenuers is 


accustomed to operating under conditions of protection .and 
assurance that the licensees would have monopoly rights - 


e of industri.ai iiivestn'Bnts as muxah 


or any other regulated economic activity 


and for any value, without import dutic 


advantage could be taken by those who entered the picture 


with speed. Bui 


import agreements in February-March 1977 (when, the 


country was going in for General Elections and not many 
could be sure of ,the election outceme which could bring 
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about a decisive change in the economic policies of the 
Government)? 

Long Validity 28. To cap it all, the Government had kept the validity 

Peri od ; 

: peri'Od of licences at one year. Thus, the licens’ees were 

taking a sound decision in avoiding all possible business 
risks implied in an uncertain political climate, combined 
with other uncertainties of the international .and ^internal; 
market . 


Absence of 29. Another serious aspect of the import licensing system 

Monitoring 

Machinery ; followed in the case of edible oils has been the absence 

of effective vigilance machinery to ensure th.at the 
imported edible oil were being used for direct hdman 
consumption only and no diversions v;ere -o take place 
towards Vanaspati or other industrial purposes. The 
.'.nporters were to se.' . the oil in th. market. Once the 
imported oil was in the market, one does not know of any 
existing mech.anism (even a Government notifica.tion) which 
can stop any manufacturer .from using the rn.arket purchases 
of imported oils fob meeting his dem.and for raw materials. 


' T’* '' '1 

^ ^ i «./■ 'A 

■ - 




1! on-divers ion to non-direct human-consumption could, .at 
best, be insisted upon as far as importers were concerned, 
but how could this be ensured from non- importers? 

iO., ,, , PurthejOTbre, the Government chose to opt for 
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obtaining assurance for non-diversion on a plain paper. 

What is the legal force of such an assurance? Such docu- 
rnents could have no legal backing. This is well understood 
by the trade. It is also well known that Government has only 
in rare cases used tne punitive clauses — even x\?hen any 
illegal activity is discoverad and established. The i 

''/an isp'-aui m-anuf acturers, for instance ^ knexv it by oxpt. rience : 
that oven cnaugh many of them have used higher percentagea 
of groundnut oil than what Government directives have imj^os— ! 
ea from time to time ^ none his ever been penalized. 

31. The office of the CCI&E has no system to keep a i 

vigil on the use of imported materials. The follow up is | 

essentially complaint based. In the case of edible oil | 

imports by units avhich v.'ere engaged in the production of | 

multiple commodities (i.e. refining and blending of edible 
oils, manufacture of Vonaspati, Soaps and toiletories, etc.) 
there could hardly be any effective mechanism to prevent 

the diversion of imported oils to industrial uses. The I 

Government, hol^rever, issue. ia public notice much later | 

recfuiring the State Directorates of Industries to keep a 
vigil on utilization of the imported oils, 

32, In brief, procedures and conditions laid down for 
the issue of licences were such that they could not be kept 




ouini a inq Up; 
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under vigila.nce nor could vuny legul action be taken against 
defaulters. One has a feeling that the terms and conditions 
were not taken seriously by the Government itself. It was 
only a formality having neither leg.il backing nor inten- 
tions to take punitive action against the likely defaulters. 

-ooOoo- 




CHAPTER - III 


f 


In pursuance of the decision of the Government 
of India of January 11, 1911, to allow imports of edible 
oils and oil seeds freely under ‘Open General Licence* 
(OGL) scheme, a large number of import licences were 
issued. The licensing system, vms to operate in a de- 
centralized manner. An applicant could obtain licences 
for imports of edible oils from his respective Regional 
Licensing Authority. It may be mentioned here that the 
Chief Controller of Imports and Exports (CCI&E) has four 
Joint Chief Controllers of Iniports and Exports. These 
are located at Delhi, Calcutta, Madras and. Bombay. In 
addition to these, there are seven Deputy Chief 

Controllers and another seven Controllers of Imports and 

Cl) 

Exports. All these offices were, authorized to issue 
the licences. 


Monitoring 
Status by 
C..C.I, & E. 


2. The licensing authorities, soon after the 

decision of January 17, 1977 were directed to keep the 
CCI&E office at Delhi informed, periodically (weekly) 
about the number and value of licences issued by them. 


( 2 ) 




(1) Deputy Chief Controllers are located at Panjim, 

Ernakulam, Kanpur, Ahmedabad, Hyderabad, Bangalore 
and Bhopal,* the Controllers are located at : Rajkot, 
Pondichery , , Visakhapatnam, Amritsar, Srinagar, 

New Kandla and Shillong, 

(2) Confidential Circular of January 19, 1977 
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On March 11 , 1977, the licensing authorities were directed 

to '"forward to the Policy Cell a fortnightly statement 

of import licences issued, showing names of the licensees, 

( 1 ') 

value of licences and the items allowed to be imported". 

It was also desired that on all licences issued for edible 

Oils/oil seeds, a condition should be imposed that the 

licensees should furnish information about actual imports 

( 2 ) 

made by them, immediately on importation of goods. The 

circulars issued by the CGI&E office do not seem to have 
the -desired effect. One operational consequence of this 
has been on our study, directly. We have not been able to 
obtain a full list of licences issued for import of edible 
oils. Upto July 22, 1977, we were furnished lists covering 
3,865 licences. Some of the Licensing Authorities, it 
appears, did not submit any list. We presume no licence 
was issued by them. Ev.n the Licensing Authorities who 
have sent their lists, do not cover uniform period. From 
some Authorities the lists are upto 15th. June, 1977, where- 
as in the case of others the period ends with March 31 , 
1977. The list of licences issued, as received by us, 
■therefore, is not comprehensive. Appendix C gives the 


(1) Circular of March 11, 1977. 

(2) Ibid. 
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period of coverage for different Licensing Authorities 
and the number of licences issued at each one of them. 


'■i egional 


Total niio'.ber of the licences issued for ij;,port 


Analysis of 3. 

-'j -icci^nc^s Is 3110 ( 3 , : 

of edible oils/oil seeds, as analysed by us, was 3,865. 
'‘h.. groos /aluc or these licences was nearly 10.732.46 
crores. The region-wise distribution of tnese licences 
la given in Table-xvil. It would be seen that while 

table - XVII 


nf Impor t Licences 
A^’dible oils/oi'l seed ^ 


Region 

'Hurnber 

Value 

(Rs.crores) 

% 

of lumbers 

% 

of Value 

1 

2 

' :'3 

4 

. 5 

Bombay 

405 

437.70 

10.48 

59.76 

Calcutta 

647 

120.43 

16.74 

16.44 

Delhi 

7 54 

83.01 

19.51 

11.33 

l-!adras 

2059 

91.32 

53 . 27 

12.47 


All India 3865 


732.46 


100.03 


100.00 
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Bombay region claimed - nearly sixty per cent of the 
value of gross imports, . the number of licences issued in, 
the region was the lowest of all regions. On the other 
extreme is the Madras' region which issued more than half 
of the licences but in terms of value Madras region's 
claim was only 12.5' per cent of the gross value of 
imports allovvfed. It is obvious that the average value 
of licences issued in Bombay region was far higher than 
in other regions. The average value of a licence was 
more than Rs.1.00 crore in Bombay and only Rs. 4.4 lakhs 
in Madras. The dominance of Bombay region has to be 
seen against the fact that, traditionally, Gujarat 
and Maharashtra are main centres of edible oil trade. 

4. We have analysed the licences issued in terms 

of two periods: one , the licences issued upto March 31, 
1977 and two , all licences for which we received 
information upto July 22, 1977. This was done in 
view of a number of policy changes, announcements and 
administrative decisions tvaken soon after the change 
over of the Central Government. Table-XVIII shows the 
region-wise distribution of the licences issued upto v 
March 31, 1977. It is seen that the pattern of regional 
sharing is not much different whether one takes the period 
upto March 31, 1977 or one views the relatively more 
comprehensive list covering subsequent licences also. 
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The Bombay rf-'cn'on h'-'O l t — r- b,-!,,, n • , 

■ ^ ^ ii-^a iargt: vtilua licences and 1 


in cne 


'Madxas real on 

the ]oLcvvuisees obtainea smaller value 

licences* 

table - XVIII 

Sho'v 

of iriiport Lics-nct-s 

lupto ferch 31, 1977) ' ■ ■' 

SI. 

No. Region 

, Velue % c- ^ 

Mumber (Rs.crores) of Xunbers of V-;:lu^- 

.1 

2 3 4 5 


1. 

Bombay 

297 

318.30 

18.53 

62.26 

2. 

Calcutta 

418 

112.08 

26.08 

21 .52 

3. 

Delhi 

169 

39.75 

10.54 

7.7o 

4. 

Madras 

719 

41.13 

44.85 

8.04 

5. 

- All India," ' 

1603 

511*26. 

100.00 

I'J'PUU 


different licences varies in a larac. 

I j.j. ij 1 G n. c c. s ” 

measure, in view of the value differences it is necessary 


to analyse the licences accordinvg to the 'value of each 
licence. Tahle-xix shows value-wise distribution of th. 
licences. Out of the total of 3,865 licences, 107 
licences are of more than Rs.1,00 crore each. The larcie.- 



ShowiU' 


to valU' 


Valu- 


Range 

Crores ) 


Number Value 


Number 


0-28 19.95 


146.13 


, 10 and above 
5 - 10 

5 . 4 - 5 

U 3 - 4 : 

S. 2 - 3 

5 . 1—2 


0.60 21.85 


0-44 10.05 


73.61 


0.39 6.95 


50.92 


0.52 6.56 


48 . 05 


28.10 


2.77 69.21 


506.92 


225.54 97.23 30.79 


3758 


732,46 100.00 100,00 
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Licensees 


value licences, each of the value of Rs. 1.00 crore 
and above accounted for less than 3 per cent of the 
total number of licences issued but th.-ir share in the 
total value was 70.31 per cent. On the other hand, 

375S licences, each of the value of less uhan Rs. 1.00 
crore accounted for 97.23 per cent in numbers and the 
combined value of these was only 30.79 per cent. 

There were 11 licences with value, of Rs. 10.00 crores 
and above. 

6. As shown in Table-XIX, there are 107 licences 
each valuing Rs. 1.00 crore and above. These licences 
were grouped according to the licensees. Other 
smaller licences issued to these parties were added. 

As a result of this we find th.at the share of the 87 
licensees, each having import licences of over Rs. 1.00 
erdres, accounted for Rs . 514.98 crores out of the gross 
total value of the import licences valued at Rs, 732.46 
crores. Table - XX shov;s distribution of the 37 
licensees, according to the amount of the edible oil 
licences held by them. A full list of these licensees 
is given in Table XXI. It would be seen that the 
largest value of import licences were obtained by 
Godrej, the value being Rs. 47.38 crores; the next 




largest value of .licences being held by 3a j rang 


TABLE XX 


Showing Distribution of Licensees 


Total 


Si • . Ops 



.r • Value of Import 

Hcenaaes HcenesSs 

■ ( RS.® 

0 . , p— — , ^ 

Crores) Num- 1 % Value | % 









®'-‘-S68S who obtsi '''■pr> ! .-->- T t • 
Tir^r- Licences 

p.„i. inronnacion erailable July22, 1977)" 


} I'’- umber of 


- - , 

' 1' 

t 

“■“nr- 

f^ni6 0 f , t/.h. 6 i^i C G rs c:5-0 0 

1 . Value 

1 (Rs.cror« 
1 

! 

f 

. t 

1 

1 2 

1. 

2. 

3. 

G-odrej Oil 

Hajrang nal Arcrit Kumar 
Liberty Oil 

47. 3S 
220.00 
17.73 

4* 

■,5 . , • 

iLLlensons 

Jai Hind Oil 

Lhas,'a-t Oil ■ 

17.69 
15.50 
15.0 0 

7. 

d 

vi « ■ 

'9/ 

Kaniani 

owai ka '..Oil . , 

^Cranesii Flour 

13.50 
12. 13 
11. 95 

10. 

11 . 
12. 

Premier Oil 

Saiijive Traders 

Tata Oil • 

10.60 
1C. 50 
10.68 

13. 

14. 

15. 

Rasoi 

Chotan India 

Lombay Soap^ 

10 ,00 

1 .00 
5>32 

16. 

17. 

18. 

Ahtl, Omerbhai 

Prabhat Solvent 

Lew India Oil 

. 9.25 
9.15 
■ 8.81 

19. 

20 . ■ 
21. ’ 

Karachi Ivhopra' 7 

Khinji Premji 

Victor Oil 

7.95 
■ 7.50 

? p 

23. 

24. 

Oaju Lxporter.3 

Jamandas Hahavji 

Bombay Oil 

7.49 
7.12 
^ 7.10 

27 

26 . 

Ory 

/ • 

Cam od c h a nd K a shi i' im 

Premji Ghellabhai 

Krishna Oil Mills 

6.50 

6.38 

6,00 


I 

I 

~*T“ 

I 

1 


4 

1 

9 


1 

2 


1 

1 

■ 1 

5 

’2 

.1 

1 

'1 

1 

1 

1 

2 

1 

5 

1 
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55. Kajaria Exports 

56. Ratilal & Go. 

57. Shreo Biss-en Das 


Talakshi Lalji ■ - 
Kusam.. Products 
BonafidQ ^'Exporters 




D aine o f the Li ceiis ... ■. 


Value 
(rs. oro res ) 


Number of 
Licences 


2S. 

'0 Q ' 

'2f) • 


Union Industries 
■Oceanic Solvent 
J a i n S h ud h V a n a srs a t i 


31. Innna Trading 

32. Hadhaiiji -Purshotamdas 

r 3 . • u . 


34. 

35 . 


O 

is! 

39. 


Jayant Oil Mills 
V e g e t abl e V i t ami n e 
B 0 mb ay Ext r a c t io n 

General E'Ood s 
Idulhi Devshi & Coy. 
Margarine. & Refined 


40, Gwalior. Oil 
<-v 1 • -« ew P o rjii Oil 

42, Sangam Oil 

43. Ganesh Til Mil3- 

44 . 3- r i s h na 0 i i : C a k a 

45. Planum an Cotton Seed 


16 . 

A7. 

f c \- 
,'- 1.0 « 


p.B.^ Enterpi’ises 
Sri Krishna Oil 
J ai Eahai'a.t Oil Mills 


49. L.D. Traders . 

50. Fre)n.ii Bhamji 

51. Ki nd us tdn Liver 


Agents 

K i s 1 lo T el al V i rd ar 
ij ath ub h ai • J i ani 


5.95 

2 

5.50 

4 

5.05 

1 

5.01 

2 

5.00 

'1 

5.00 

1 

4.94 

‘6 

4.94 

1 

4*68 

r 

4.55 

1 

4.51 

4 

4.50 

'1 

4 . 46 

1 

4.37 

1 

4. 10 

1 

4.00 3 

: 1 

4.00 

1 

3. S3 

1 

3-75 

— 41 

3.65 

2 

3.60 

3 

3.60 . 

1 

3-60 

1 

8.46 

4 

3. 50 

1 

3.35 

1 

3.30 

1 

3.00 

1 

3.00 

1- 

2.97 

t 

2,70 

1 

2.70 

1 

2.64 

2 


31. 

K’o . 

N aiae of the L i cens e 

V alue 
co'orss) 

Numb er 0 1 
Licences 


1 

2 

3 . : 

6 1 . 

/P anch sh eel Sclvei'-t ' 

2. 62 

2 : 

62 ,.« 

Rampi--asad Madh rrasad 

*^#■60 

.1. 

63. 

Berar Oil Iridustries 

2.50 

c 

64 « 

Tiingalbbadra Padu^tries 

: 2.50 

1 

65 * ' 

Jaipiix"’ Oil Products 

2.45 

1 

66 « 

Ob wax P<e Pi aeries 

2. 43 

',9 

67. 

■Rohtas 

0 Jj.O 

1 

68. 

Raj Oil Rills 

2 . 20 

1 

, 69 . 

VJe stern. India 

2*13 

3 

70 . 

Khandesh Extractions 

2.10 

. 1 - 

71. 

Moni Exports 

2. 10 

1 

72. 

Bhivandiwala 

2.09 

1 

73. 

Shalimar Chemical 

2.00 

1 

74. 

Oswall Oil Mills 

2,00 

1 

75 . 

Mahakali Oil 

2.00 

1 

76 . 

Sunanda Roods 

1.95 

1 

77 . 

Capital Flour 

1.69 

1 

7S. 

Mahadev Shahara & Co, 

1.52 

1 

79. 

BID P arry 

1..,5 

1 

80 . 

Malva Vanaspati 

1,31 

1 

81. 

TGL Shetty 

1.29 

1 

82. 

East Cost Agencies 

1.00 

1 

to 

Ban sal Oil 

1.00 

1 

84. 

Rasak Oii 

1.00 

1 

85. 

Lucky Industries 

1.00 

1 

1 

86. 

Jai Industries 

1.00 

87 . 

Rasoi International 

5.00 

1 


Total 


514.98 


137 
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Dominance of 
big Licensees 


An Instance 


7. The dominance of large licensees in the overall 
import authorisations clearly shows that under the GGL 
provision, lions share of the import authorizations 
was claimed by a small number of large importers. 

But the above picture as reflected in Table-XIX does 
not reveal the true character of the dominance of 
large licengses. Amongst the licen'feees, a number of 
them have close inter-connections. We did not have 
sufficient data to pursue and establish linkages 
between the licensees to group tbem. as 'edible oil 
business Houses'. However some preliminary exercises 
undertaken by us show it beyond doubt that there are 
close connections between a number of edible oil 
licensees. Inter-connections also get Indicated in 
the names of the firms and common addresses, more so 
when the names of the firms indicate inter-connections 
and the addresses happen to be the same. 

8. For instance, one of the most prominent case 
is of a group which include; ", i) Tanna Exporters 
Private Limited, Bombay, (ii) intHLuat i <.Mjal Exports 
and Estate Agency, Hombayv (iii) Tanna Trading 
Coxpoi.dti on, Bombay, (iv) Dipak Enterprises, Bombay, 
(v) Tanci'and Sons, Jamnagar, (vi) Jamnadas Madhavji 
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and Company, Bonimy, (vii) jamnadas and Sons, Bombay 
(Vila) usna Transport and Trading company, Bombay and 
(ix) Peanut Products. These have close affiliations 
to be, infant, seen as an edible oil Trade House, lib. 
a Business House of India. The above mentioned 
lioeneees/oompanles are located : at Tanna Houst , 
11-A Hathalal D. Parik Marg, Bombay. Letter-head of 
one corr,.jany -^ists these as 'Associates ' . The rie:;cl 
for grouping these under one House become all the 
more important in view of the fact that these 
companies transact even inter-national business with- 

each other. For instance Jamnadas Madhavji (London 

has supplied rapeseed oil to Usha Transport 
and Trading (an associate). 

Other Instances 9- Ano-rT-,;.fr- o-io..-. m ,, - 

— . ^-"ic-cnu-r case IS tnut of Ahmaa Omerbhai and 

Bombay ooap. Both of these licensees ha\^e common 

telephone numbers in Bombay and have the same address 

in Bombay. Sinularly, Kapadla Stores, Kapadia Oil 

Mills and Refine-Joy, and Kapadia Trading Company share 

common telephones, ^telex and address in Bombay, in 

addition to having Head Offices in Hyderabad at the 

same address. The same holds true of Rasoi Inter- 

I ^'^’tional and Rasoi Vanaspati and Industries Ltd, 


V 
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both located at Calcutta. Premj i Ghellabhai, 

£ -njiv Traders and La .hamsi Ghelabha.. also appear 
to have close associations. The.; need for grouping 
licensees like Tata Oil Mills and Tata Exports; 
Kusam Products, Berar Oil, Tungabhadra Industries 
(of Birla House), Hindustan Levers with branches in 
Calcutta, BoiTibay, Madras or Jayant Oil Mills is 
obvious. 


Complete. 
Reliance on 
Private Trade 


Misplace d 
Reliance on 
Private 
Importers 


10. This exercise, though important, to show high 
degree of concentration in edible oil trade and 
dominance of a small group of traders and importers 
has not been pursued by us. The main reason for not 
taking up these investigations was that even if inter- 
connections of traders are forgotten the dominance of 
a smiall section of traders on the national edible oil 
t ade scene, is quite ■ bvious. The d:..:;ision to place 
the import of edible oils and oil-seeds on the OGL 
list, ^ facto implied complete reliance by Government, 
for supply management of the edible oils in India, on 
a group of 'private traders. 


11. The primary obj 


of edible oils on OGL was to affect large quantities 
of the imports. Thus, it is relevant to enquire if 



the ob j ective was acnieved/ irrespective of the 
fact that a small number of edible oil traders hc?.d 
obtained high value licences, accounting for more 
than four-fifths of the value of total licences issued. 
One expectation, in the • inds of many, 'vould be that 
as large importers have the requisite i:;xperierice, the 
necessary' finance, storage and access to the traclca 
infrastructure they would prove their trade capabilities 
and affect imports in a speedy manner to relievo the 
home market of edible oil scarcity^. The dependence 
on large traders, even when it creates monopoly 
elements, may be justified for meeting a critical 
situation in the country. Such a view is, however, 
not shared by us. As brought out in Chapter-lJ, our 
view is that big traders and importers, by their very 
nature, have a tendency to operate in a manner that 
gives them the maximum financial aevantaue. If it 
suits them, they would restrict imports and phase their 
inport progremmes in a manner that they could harvest 
the maximum advantage by allowing the prices in the 
home market to continue to remain high. 


Extent of 12. ^ To assess the extent of utilization of the 

Utilization " 

import licences, we eientified a lisv: of licersees 
^ ^ ^ ^ ^ had obtained licences for more than Rs. 1.00 crore 

each upto March 31/ 1977. To this list ive added 
such licerigees whO/ prima facie , appeared to have - 
close associations with others. The list covered 
132 licences. Because of multiple licences, the 
number of licer^,ees involved was only 79. The total 
value of the 132' licences was nearly Rs. 406 crores. 

It may be mentioned here that though the numbers of 
the licences covered under this survey, was 132 out 
of 1603 ( i . e . nearly 8 pvir cent) , the coverage, in 
terrr.s of value, was of the order of Rs. 406.15 crores 
out of the total value of licences which stood at 
Rs. 511.26 crores ( i.e . nearly 80 per cent). The 
list of the licences was drawn* from those licences 
which were issued before March 31, 1977. The above 
mentioned list was sent to the CCE&I, v;ith the 
request to furnish information with regard to the 
utilization status of these licences. The list as 


sent to CG I&E . is g i Ven; ’ i Appendix-D 



Inf ormation 
received from 
the Importers 


Poor Utili - 
zation 


13, The Chief Gout roller of Exports & Imports v^as 
kind enough to obtain information from the licence 
holders about the extent of utilization through the 
Regional Offices. The replies were furnished to us 
regarding 112 licensees out of the 132. The licensees 
who are not covered in the 112 are also shown in 
Appenoix-D. The licence holders v/ere asked to inform 
the CCI&E about the extent of utilization of their 
licences on a proforma. The information was sought 

on value of (i) actual imports, (ii) irrevocable 
letters of credit, (iii) firm orders placed, and 
(iv) imports already arranged. (A copy of the proforma 
is given in Appendix-E) . As the CCI&E had to 
obtain the required information from the licensees 
its- Regional offices, it took time. The 
CCI&E furnished the information in three instalments, 
the last being on August 9, 1977. Total value of the 
112 licences, for which replies were available to 
US, was Rs . 357* 34 crores# 

14. Analysis of the replies furnished to us shows 
that the total value of the actual imports of edible 
oils, upto June 1977, was of the order of Rs. 18.49 
crores only. Edible oils worth nearly Rs. 11 crores 
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were reported to be in tbe pipeline ( shipped but 
not arrived). It Wc’s reported that fiirm ordeis had 
been placed and arrangements finalized for oils 
valuing noairly I-ls. ‘" -00 crores „ The reported value 
of lette.rs of credit (irrevocable) opened v/as RS.41..5 
crores. Table—XXII presents the results of the 
compilations baseid on the replies furnished. Vhile 
going through the replies v/c found tncii. the value of 
letters of credit opened, in many a case, appeared to 
include the value of those orders which had already 


matured 


17.BLE-XXII 

Showing B::Ltent of Utilization of the 
Import LicencciS (based on replies received ) 


Si. 

No. 

Item 

1 

Value 

(Rs.crores) 

2 

I'lunber 

3 

1. 

Licences issued upto 
March 31, 1977 

511.25 

1603 

2., 

Licences covered in 
the survey 

406.15 

132 

3. 

Replies Available 

357.34 

112 

4. 

jActual Imports 

V 18.49* 

, :45 

5. 

Pipeline 

10.97* 

11 

6. 

Firm Orders 

3.33 

14 

7. 

Arranged 

5.77 



* Some licence holders had given the actual imports 
in tarms of quantities. These have been 
converted into value. 
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Relative Per 
f ormance by 
Different Size 
Groups 


15. The conclusion is obvious. In response to 
issue of large numb.-r of licences for import of edible 
oils and oil seeds, under the OGL scheme, the actual 
imports were ver^^ small. If one takes our survey to 
be representative of the general level of the extent 

of Utilisation, the total value of actual imports lean ' 
be placed around Rs.25.0 crores only ( l.e . a utilization 
rate of nearly 5 per cent). 

16. Table-X]<III presents the relative performance 
at actual imports and opening of letters of credit, 
of licences falling under categories based on the 
value of the licences held by them. 

TABLE-XXin 

Showing Relative Performance of Licensees at 
Actual Imports and Efforts made for utiliza” 
tion of the Licences. 


Si. 

No. 

Size 

; Group 

Actual Imports 
as percentage 
of the value of 
licences held 

Value of letters 
of credit opened 
as a percentage 
of the value of 
■,tc'\*aluo of 
licences held 

Num- 

ber 

of 

Licen 

cees 



1 


2 

3 

4 

1. 

Belo^^/ 

1 Crore 


15.65 

37.65 

7 

2. 

1 - 

2 


8.03 

12.21 

8 

3. 

2 - 

3 


4.67 

11.70 

13 

4. 

3 - 

4 


4.16 

6.11 

8 

5. 

4 - 

5 


5.01 

13.77 

9 

6. 

5 - 

10 


4.50 

15.93 

14 

7. 

Abteve 

10 


5.96 

9.33 

9 

8- 

All Groups 


5.36 

12.08 ____ 

68 
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It would bo soen that the relative perf ori-nance of 
those licensees who held licences for less than Ks.l.OO 
crore/ was better than that of the large value iioi^neo 
holders. Consequently, the ratio of actual utilinntion 
to value of the licences held, for the first gr-.uf 
(below Rs. 1.00 crore) is rriore than per o^nt '-.rr" 
for those v/ho held licences for more tnan r;s . lei.O crores 
the rate of actual utilisation was less thti’a 6 Ui-r 
The same picture gets presented if one takesthe 
performance in terms of the value of letters of credit 
opened by the licensees under different catogorios. 
tVhile it • is true that the overall p>-rformance at 
utilizeition of licences has been lov/, one cannot say 
that larour value licence holders demonstrated more 
efficiency than the small -r licensees . Infact, the 
evidence is to the contrary. 

17. While examining the replies from the licensees 

we notice thsit the imports of edible oil were essentia- 
lly arranged by a few broker companies having their 
offices in India. An impression that large size 
companies and traders would use their contacts in the 
world market to utilize their licences in a faster 
manner does not appear to be \>'ell founded. EX'^en when 
some companies are. known to have their offices abroad 


Modalities of 
j arranging . 
Imports ; ISIcud 
for a closer 
scrutiny 
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Variations in 
Import Prices 


Reasons for 
Poor yti'liza- 
tic-r;; 


the services of brokers in India have been deployed, 
it is, however, intt 'e sting that many of the Indian 
importers have entered into agreements for supplies 
f rom India.n e xporting firms based abroad, particularly 
in the case of palm oil. The Implications of this 
feature, need to be further examined. We would like 
to mention this, in particular, with respect to such 
deals whan exporter and the importer appear to be 
the ss.me individual; signing the agreements of a deal, 
once from an office in Bombay and soon after fromi 
an office abroad. 

18. While going through the agreements /we have 
noticed the existence of wide variations in prices 
paid by different importers. This is not any surprise. 
Hov-ever, if the prices .for some type-' of oil, settled 
on the same day , di : fer. : in a notiu.eable manner, it 
does appear to be a matter f?f concern. We are pi'oviding 
an illustrative list of the agreements to substantiate 
our point. (See Appendix-Fj . 

19, Now v/e come to the rijasous £. pooi nt i 1 i zat-i on 
of the licences as mentioned by the respotideats. It 
in <->],tu.'r'ved tbai-. Calcutta region . licence holders 
ware not able to use their licences due to absence of 
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adequate and .appropriate port facilities. A nir.b'-r 
of resoondents expressed their inability to import 
because of this limitation. Tv/o of the vjell established 
edible oil con'ipanies/ because of this reason, asked 
for tx'ansfer of their licences to the Western re^jicn. 

20. One observes that a good many of the large 

value liceiic.es wore obtained by such applicants v/ho 
did not have any previous experience of edible oil 
imports. As confessed by some of them, they could not 
utilise the licences because of their lack of experience 
in the trade. Probably, many of them obtained iicenc.js 
in the hope that they could benefit by holding a licence 
at a later cate when there would be some premium on 
these licences. The existence of such a feeling in 
trade is not ; un-natural in the background of the fact 
that import licences in India, for many commodities, 
even now C'jntinue to carry large premia. Such licence 
holders have also olaced the blame cn the Indian 
banks for not allov/ing them adequate and timely 
financial eccommodation to enable them to utilize 
their licences. As a matter of defence a good number 
of licence holders have asserted that as the licence 
was valid for one year, they had to plan and negotiate 



contracts, in a phs.sed rrann-'r. an a-ngic/ r^spc 

auesti..:-n at to where was t 3 question of our 


vsks the quest ic'H an. no 
not making efforts -co auil-irt.,- 


he licence witr 


three months vhicn the licence; v«as v 


on Feoruaj 


of 

this 

respc 

indent the 

licei 

2. 

1977 

and ; 

the,' ■ . ' 

■ V/cl S 

Pu}: 

dIic 

qot iC' 

e of May 1 

,9. 19 

of 

the. 

most 

•prominent 

reasc 


alid for 12 months. 


LS cancelled 


utilization of licences> as given by the responaents, 
is the unstable pxJ.-’e si in the into creational as 

well as home market/ irnplying a great financial risk 

for the importers. The point . isgsharply brought out 
by a large licence holder in his one line reason for 

non-utilization of the licencet. ^ 

have not been able to get competitive prices". It has 

)een brought out by nother iinporte that tne re were 

, , ■ r.rr -i 1 i t ’I OS ^-Vaii atl o to avoid likely losses 

no hedging j.aciiin-^s ...v 

in the trade of ehibie oils- 

' small '--^alue licence holders 
d by one respondent 

n suppliers are not 
in small quantities 
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are at un-aconomic prices » Inf act, some of the 
respondents, having failed to establish a consortium 
of private traders, have expressed that the State 
Trading Corporation should extend its facilities in 
helping them to utilize their licences^ In this 
regard it has also been rnentioned that large irrports 
of edible oils cein be made rnore easily by the STC as 
it has already built-up Vv&rehousing and. stor.rj^.. 
capacities at the port tovms. 



Summing Up 23. The decision to resort to free licencing- for 

edible oils to private refiners and traders lacked a 
sound analytical base. The analysis of licenC'OS 
issued under the schanve showed both regional and large 
value size group (Rs.1.00 crore and nbov.:) concentration. 
Owing to the practice of multiple licences, the 



number of licenca.es became still sr.-aller. A nurrb.:r of 
licensees also had close inttjr-connections. Conse- 
quently, the actual iuport of the oils became dependent 
on the decisions of a telescopic minority. The 
analysis of utilization of the licences showed a 
utilization rate of nearly 5 per cent only. Wo also 
observed the presence of inverse relationship betv/een 
the value of licences and the efforts at utilization. 
The policy of o;ntrusting the imports of a commodity 
like edible oils to the private refiners and traders 
proved to be a ' failure. 



CliAPTER - IV 


Need for While the dennand for edible oils is on the 

Price Control . 

increase/ the corresponding increase in the production of 
oil seeds has not taken place. Over the years, the 
gap has been widening. In consequence/, there has been 
a secular rise in the prices of edible oil in India. 
Alongwith the secular upward trend in the prices of edible 
oils one also observes the existence of wide price 
fluctuations, seasonal as well as cyclical. 

2. Edible oil is one of the important constituents 
of a balanced diet. The need for adequate supplies of 
edible oils is also felt because the animal fats (ghee 
and butter) as subscitute for thes.^ oils are beyond the 
reach of a large .section of tlie Indian population. The 
continuing rise in the prices of edible oils is placing 
this commodity beyond the .reach of the poorer sections 
of the socic:ty. In a count. ry like India, the need for 
restricting rise in prices cf essential commodities is 
of paramount significance as pressure on the prices of 
primary and basic consumption commodities would deprive 
large sections of the population of the opportunities to 

‘-i ■ .101 . •• 
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solution : 
Increased 


Production 


enjoy minimum essential consumption. Government cannot 
remain a silent spectator in such cases. 

3. A longterm solution to the problem of achieving 
a balance between the demand for edible oils and the 
supply lies in enhancing the level of edible oil production. 


For this, a multiple of measures have to be undertaken in 



a planned and determined manner. The Agricultural Prices 
Commission, the National Commission on Agriculture, the 


Tariff Commission as also a number of other agencies, from 


enhancing the supplies of edible oils. We do not consider 
it necessary to repeat them here. These are well known. 


(See Appendix-G) 


Short-run 

Solutions 

Planned 


in our opinion 


unlike some ■ ther essential items 


olution. Howeve 


Buffer Stocks whose availability from the world market is nearly 


impossible, edible oils are widely traded in the inter- 


imports of edible oils appears a reasonable short-run 
solution. The importance of imports of edible oils has 


to be seen from two angles. One, the imports being used 
as. an instrument of price sta|>ilityt^ This may be done 
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by 

either on year to year basis or/building up buffer 
stocks sc ihat interventions in the nn.rket are effective. 
TWO / since the domestic output is highly volatile and, 
in the short-run, is likely to remain so, buffer stocks 
can probably be built, to an extent, from domestic out- 
put in years of bumper crop. Hov^evor, their suppl'.m!..:nting 
by imports on a sustained basis and fairly sharply in 1. an 
years seems essential for a reasonable price stability 
and assuring a certain minimum level of consumption to 
the vulnerable sections. 

Failure of 5. To m.eet the edible oil scarcity and control rapidly 

Imports on 

Private Account increasing prices of edible oils in India (as experienced 
during July 1976 and Janu<ary 1977) it was not an un-wise 
decision to procure edible oils from abroad on a priority 
basis. The decision was, basically, a correct one. 
However, xs brought out in Chaptcr-II, we are of the . - 

opinion that the decision to place reliance on private 
trade for bringing in edible oils from abroad, and 
placing of the imports on OGL was an unsound and in- 
effective decision. The reliance on private trade as a 
mechanism of meeting a national scarcity situation was 
a misplaced one. This was particularly so as the edible 
oil trade is concentrated at few centres and is in the 
hands of a .small number of, large traders. 
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Role of 
STC 


6. Instead, of placing the edible oils on the OGL 

scheme it would have proved far more effective if the 
STC v/as directed to take up the responsibility of 
importing the needed oils and simultaneously, the STC 
v/as asked to inter'/ene in the edible oil home market on 
the basis of stocks already available with it. A number 
of other steps, e.g. fixation of prices, statutory control 
over stocks, direct supplies of edible oils in smaller 
packings, etc. , would have produced the desired results. 


Need for Four 7. It is our impression that the Government has been, 

to Five Years 

Perspective in the past, announcing policies, directly affecting 

edible oil trade and supplies, with a time perspective 
of a few months or a year. In contrast to this, we 
consider that the time perspective has to be four to five 
years. For implement in.t: such a decision other requisite 
teps should be take in a planned i. inner. 


Itipllclty B. We also' observe that at present a number of 

of Agencies : 

for One Kinistries and administrative Departments are involved 

This 
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Ministry of Commerce (through policies Regarding Imports 

and Exports) , the Ministry of Agriculture (for fixation 
of prices for oil seeds and regulation through 
Directorate of Vanaspati, the Ministry of Finance 
(for credit policy towards edible oil and oil seed 
stocks) ; and the State Trading Corporation for procure- 
rnent of soyabean and other oils from abroad for supplies 
to the Vanaspati manufacturing units. Vie consider that, 
in view of the importance of the edible oils it is of 
basic importance to have one agency which would coordinate 
policies and administrative action at various levels for 
achieving the desired objectives. 

Need for 9. The prices of edible oil are considerably 

Similar Price : 

Controls for influenced by the demand for edible oils from the 

Vanaspati : ' 

and edible vanaspati manufacturers. The edible oils and Vanaspati 

oils . 

are close substitutes. Further it needs to be under- 
lined thcit refining capacity of edible oils exists with 
ail Vanaspati manufacturers. Under these conditions it 
should be only logical to have price regulation on the 
same basis for refined edible oils and Vanaspati. To 
have different kinds of price controls would only encourage 
the manufacturers and traders to manipulate supplies in 
a manner that gives them the overall profits and defeat 
the purpose of such control. For instance, if the prices 
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of edible oil wero high^^r the manufacturers v/ould reduce 
the production of Venaspati and divert their capacities 
to feed the demand for refined oils. We have observed 
the existence of such a phenomenon in the Indian economy. 
It has b(?en brought to our knov;ledge that the Vanaspati 


industry has a largo unutilised capacity; the Vanaspati 



industry is domdnated by a small number of manufacturers 


and the Vanaspati manufacturers have a well knit associat 


their affective lobby to influence 


ion making in Governmvent. By subjecting Vanaspati 


dible oils to a uniform statutory price control 


it should become possible to prevent the Vanaspati units 


also been observed by us that important 


pent by them on building up of 


considerable, amount 


brand pleferenc^s, particularly for two and four kilO' 


gramme packings. The expenditure on advertisements has 


en in the background of the fact that all Vanaspati 


manufacturers are regulated under quality 


Due to the higher capacity of the large units in the 
industry to spend on advertisements and building up of 


brand images^ larger units are 
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indulge in monopolistic practices and earn premia due to 
product differentiation. The practice of Vanaspati 
brand names has recently been extended to the field of 
refined edible oil marKe ting. It can be clearly seen 
that imports of edible oils by some of the large Vanaspati 
rranufacturers have helped them to establish 'brand* names 
in the edible oil trade as well. We consider this trend 
toward building up of brand preferences to be an un-healthy 
one as it is bound to increase prices for the average consumer 
as also adversely affect the non-organized sector in the 
edible oil production. The Governnent, we consider, should 
take a serious view of this development. In this respect 
^ efforts of consumer education against brand names should 

be initiated at an early stage before imaginary 
distinct j.ons and advertisements can create non-substantial 
product differentiation in the consumer mind. In view of 
the "bove ment.i consequences cf advorlising leading to 

widespread acce';)tance of brand irric.ges, the expenditure on 
such advertising should not be treated as a permissible 
part of cost of production. 

Vegetable 11. After taking various facts, trends and processes 

Oils Trading 

Corporation ; into consideration, we recommend that the Government 

should set up a 'Vegetable Oils Trading Corporation* which 


should discharge the following functions : 

i) To maintain up-to-date information with regard 
to production, market arrivals, demand for 
vegetable oils by different users, changes in 
stocks, inter-regional movements of edible oils/ 
oil seeds, wholesale and retail prices at home 
and in the international markets; 

ii) To have monopoly rights of imports or exports of 
all types of vegetable oils and oil seeds, 
including H.P.S. groundnuts; 

iii) To build-up storage and warehousing capacities 
at all important points to enjoy an effective 
means of direct ihtervention in the edible oil 
trade v;hen the prices show wider fluctuations 
than considered justified; 

iv) To build-up bufrer stocks with i time perspective 

or a year; 

v) To have the authority to procure all refined 
oils in the organized sector, get these refined 
and processed for direct human consumption and 
arrange its marketing at uniform price either 
' ... through the fair price shops, public distribution 
v‘ - ; system' or through retail, outlets. 


vi) 


To render advicB to Stato Governments, Ministries 
anc IDepartments of tiie .Gov-,rrir,:.ent of India and 
orher agencies whose policies and actions have a 
direct bearing on the edible oil production, 
supplies or prices; ' 

''i'o undertake procurement, distribution and 
promotion of high quality and nov/ varieties of : 
oil seeds find undertake consumer odunation 
independently and in collaboration with other V 
agencies ; . ■ ■ 

viii) To undertake all such measures that would help 
resolve the problem of edible oil shortages and 
ensure minimum supplies at reasonable prices to 
the vulnerable sections of the society. 

We have given broad list of the objectives of the 
proposed 'Vh^ge table Oils Trading Corporation'. The 
organizational details of the proposal v/ill need to Ixv 
worked out later. We, however, are in favour of establish 
ing a separate Corporation instead of assigning this 
responsibility to the State Trading Corporation, which is 
essentially engaged in foreign trade in a large numtcjr of 
commodities. The scope and nature of the Vegetaljle Oils 
Trading Corporation, as envisaged above, is quite specific 



interim 12. It is only ^per for us to give our views on 

SnEor^Policythe g^,, 3 tion of the present import policy with regard to 
edible oils and oil seeds. Ti e Government has recently 
fixed maximum retail price for mustard oil. It io a 
welcome decision. There is an urgent need to bring all 
the edible oils under the maximum price fixation scheme. 

This decision is bound to increase the rate of utilization 
of import licences as even to-day/ continues to be a 
substantial profit margin on imports. We arc not in 
favour of immediate withdrawal of the OGL scheme as this 
may place a premiun on the already hold licences for import 
of edible oils. It would be more ap'oropriate to have a 
phased programmie of change over from OGL to complete 
canalization of edible oils and vegetable oils through thi:^ 
proposed corporation. Moreover, we appreciate that, even 
if an early decision to establish the corporation is taken, 

^ ■ it would take some time before it can effectively take 

over its full responsibilities. It is, however, possible 
that the existing edible oil unit of the STC cound function 
as a neucleus during the interim poriod- 

Statutory 13. We would like to underline that in view of the 

Price Fixation edible oils to an average Indi^^, the 

Government to evolve a policy which has a long-term 
■' perspective' with regard 'to e^ancement of overall 


production, processing and other industrial uses, marketing 
and price regulation. An immediate corollary to this: ^ 

ap)proach would be to fix prices of refined edible oils and 
Vanaspati under the Essential Commodities Act, instead of 
reliance on voluntary price regulations, ns has been the 
case in the past for a number of essential commodities. 

-'.:. ,n::e:ie!Tion t 14. Our experience of dea,ling with the office of the 

..g form! at ion 

System in CCI&E makes us believe that the present system of follow-up, 
C . C .. I . & £ . ■ 

maintenance of data on utilisation of the licence is 
extremely inadequate for effective monitoring and timely 
corrective measures. The coordination between various 
offices is also imuch below the level one would expect to be 
existing. While we agree that the CCI&E cannot have all 
the technical competence to decide what items should or 
should not be allowed, but the CCI&E could certainly have 
more meaningful systerri of seeking advice on technical issues 
from other agencies in the Governi.'-ent . We also feel that 
the conditions attached to licences issued have to be more 
realistic and their consequences worked out in advance. In 
any case, we recommend that the office of the CCI&E must 
build up a proper management information system to improve 
its effectiveness in regulation of imports and exports. 
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15. We believe, the stabilization of the prices of 
edible oils v/ould no :, only reduce trading margins and 
end uncertfiinti.,.:S for the producers but also create 
conditions under which major edible oil trade producing 
States would not be able to resort to imposing of fonri-ai 
and info nnal rostrictions on movements. The price 
stabilization v.-ould undoubtedly help to eliminate, 
speculative activities, which has been an unfortunate 
feature of the Ind.iari edible oil economy. Such a 
statutory fixation of prices can also be expected to 
eliiTiinate the alleged continued illegal future marketing 
in edible oils and oil seeds. 
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Madhavji Purshotaro iSc Co. 

1 
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Je^ant Oil Mills 
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34. 

New VJorli Oil Mills 

1 

35. 

Allansons PTt. Ltd. 

1 
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2 
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1 
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1 
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Shree Bishan Pr.j 

1 
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1 

48. 

Kusum Products 

1 
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BonaOide Exporters 
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50.* 

Panchsheel Solvent 

1 

51. 

Ramdas Hadhav Prasad 

1 

‘52. 

Jaipur Oil Products 

(CS' 

53. 

Rohtas 

1 

;54. 

Raj Oil Mills 

3 

■ 55. 

Western India 

1 

56. 

Kandesh Extraction 

1 

57. 

Bhivandi-walla 

1 


5.00 

5.01 

5.00 


4.94 

4.94 

4.68 


4.55 
4.61 
4 • 46 


4.37 

4.18 

4.15 


4.10 

3.83 

3.75 


•3.65 
• 3.60 
3 .6o 


■3.50 

•3.30 

3.00 


2.97 
• 2.70 
2.70 


2.64 

2.63 

2.50 


2.45 
2.40 
2. 20 


2. 13 
2 . 10 
2.09 





F eanut Produotts 
1> a kh am j i Gh ell ab h 
Tanna and Sons 


lee not available foi 


ir fiFi II 


APPEHDIX - E 


Fro for Given by the CG I &E to _t h g. 
Lice nse es for Repcrtirig nt ili^Latian 


1., Lame of the fir"i & Address : 

2. Licence/licences DaLe and 

value of licencelsj-itemwise. 

3, Actual imports ms-de upto date: 

4., ^alue of irrevocable letter of 
credit opened todate. 

5. Eirni orders plaoed or fii’ni coiaiai'c.— 
merits made in any way other thau 
31.1)0.4 above (documents in support 
to be produced). 

6. Actual import programme already ^ ^ 
arranged for impc'x'’t of edible oils. 

7. Uhether arjy letter of credit 

opened and : subsequently cancelled , 

a.nd reasons thereof, : 

Bfi'orts made to utilise the 3.icence. 

Explanation for failure to make imports 
against the 3-ice nee, 

DE GLAR il lOK 

I/VJo declare that the information furnished above 
is absolutely true and I/we have not suppressed a.iij 
info imiatio n, 1/we are aware that any mi sd eola ration 
or sup'Dression of infomiation wild- I’ender us lia'^ls 
for action under the I.'i’.C. Order, 1955 as amended 
from time to time. 


Date _ 
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Name of the 
person. 




An Illustrative List of /igreemants for Import o.f 
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M/s. Franc ehuxl 
^■f/s. Flnagraln 
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£. ..rPatcM. ' •I/--'' 


pr'il/ Malaysia 




Rate 

C.I.F. 

Bombay 
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Nature of 
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Refined G roundnut C .iil 
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July 
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oil ydll 


Iv^anilal Holdings 


J#2-aysia„ 


\^"dtf3 ^ Co 


Trituve 
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Appendix - G 


Scroe Extractf. fron Important Reports 


1» National CaTtnisslon on Agriculture 

. 22.1.1 oil of vegetable oregin is derived not only 
fron oilseed crops but also frari cotton seed, rice bran, 
maize corn, coconut, oil palm and oil bciaring herbs, shrubs 
and trees. Tobjicco set-id also yields oil, but most of the 
tobacco varieties are topped*. Among the new crops, soya- 
bean and sunflower are showing a good protise, .The already 
establisheid crops are groundnut, sesamum, niger and castor 
in the kharif seas-on and brassicas, linseed and safflower 
in rabi. From area point of view, groundnut is most impor- 
tant occupying about 7 Mha, Next in importance is the 
brassica group of cr->ps occupying a- out Vialf as much area as 
groundnut . The area under sesamum and linseed is about 2 
Mha each, while the other crops occupy less than 1 Mha each. 
The utilisation x>^ttern of these crops is given in Appendix - 
22.1 - Statements I and II. Groundnut brassicas, sesamum, 
safflower and niger oils are mainly utilised for edible 


* only Virginia tobacco is not topped at present and, there- 
fore, /'uidhra Pradesh has, been producing on an average 
about 4,000 tonnes of oil annually from this tobacco. 
Hov.’ever, the trend in Virginia tobacco is also in favour 
of topping and, theref ore, this source of oil is doubt- 
ful in future. 
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purp-Qse, while linseed and castor oils are mainly put to 
non-edible uses (linseed for paints and castor for lubrica- 
tion), Sane quantity of groundnut and sesamvim oils also 
goes for various define stic uses and for the manufacture of 
soap. The consumption of, oils of vegetable origin is expect- 
ed to increase so much that/ despite improvement in yields, 
it will become imperative to increase area under various 
oilseed crops to the maximum possible extent, 

22,1.2 oilseeds have been considered all in one group, 
in the research as v^ell as developmental activities. Research 
work on the improvement of oilseed crops in India dates back 
to the early days of the founding of the BiRI and it follow- 
ed the usual historical pattern common to other crops. The 
Indian Central oilseeds Committee sponsored research projects 
in the State Depairtments of Agriculture, central institutes 
ai.d basic universities in the shape cz ad— hoc schemes. 

These schemes underwent modifications at two stages, first 
as integrated schemes and subsequently on a cross commodity 
integration basis under the title of PIRRCOM (Project for 
the intensification of Regional Research on Cotton, oilseeds 
and Millets). The 7 ill-india Coordinated Research project on 
oilseeds came into being in 1968. 7. cropvJise list of 

research problems, of which the scientists are already aware 
is ciivcn in 7vppendix 22.2 - Statement I under the three 
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classes, vis., (a) reseaxch v;'ork already in an advanced 
str.,ge', (b) r'.buarch '('vOX'K. initiated, but needs to be intensi- 
fied and (c) research vfcrk which is still to be. started. 

The proble.xr.s are comprehensive enough -aid it should be clear 
that these are either already engaging attention or are 
siich which could easily be included in the future five year 
plans in the usual course in the eixsting research insti- 
tutions and agricultural, universities, sane of these might 
even come up in our consideration in the succeeding pcaragra- 
phs according to the trend of discussion. The important 
results obtained thus fax can be summarised in the following 
manner: 

(i) An extensive interchange of gexmplasm and breed- 
ing materiel has taken place among the variou,3 
centres of research on oilseeds. This has facili- 
tated the hySridization praaramme to increase 
genetic vari.ation. Ea^ch centre is expected to 
evolve its a-;n finished variety appropriate to its 
agroclimatic conditions. Besides the yield of oil- 
seeds, the production of oil per unit time and par 
unit area has also been brought into consideration. 
About 10 high yielding varieties or hybrids of 
oilseeds have already been evolved. 
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(±i) in the oilseed crops, particularly in groundnut 

and mustard, it has been demonstrated by research 
groups that the application o£ the nitrogenous 
fertilisers through foliar sprays is desirable both 





in the context of the saving in fertiliser involved 
and in its application to unirrigattd areas. Nitro- 
genous fertilisation to groundnut has been on the 



rch reconmendation 


assumption, that. 


as legxminous crop, it does not require 
addition of nitrogen, but experiments show that 15 
to 40 kg/ha of nitrogen application can prove very 
useful to this crop. Considerable amount of this 
nitrogen can be saved if one half of the dose is ■ 
applied to the soil and other half as a foliar dose. 
Likewise, in mustard cultivation, application of 40 
or 60 kg/hia to the soil followed by 2o kg of nitrogen 
as foliar gives the same order of yields as 120 kg of 


There is thus a saving 


Under rain 


il ability during 


fed cultivation, when irrigation 


.pplication i 


has an added advantage 
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(iii) It has been e stablished in t '.e case o£ groundnut 
that yield as well as quality of kernels can be 
considerably enhanced ly the application of minor 
elements, particularly sine and boron. Application 
of gypsum to groundnut crop has been found benefi- 
cial at the pegging stage, in the case of other 
oilseeds, conclusive results have not yet been 
obtained except for the application of sulphur to 
rape seed and mustard, in the case of seasamum, 
bcinef icie.l effect of application of manganese sul- 
phate has been demonstrated in Tamil Nadu. 

(iv) in soils v;ith low pH, groundnut yields can be 
enhanced peri.oc.ical application of lime. 

(v) Rcisearch groups have very effectively demonstrated 
that, in the kha3*i£ oilseeds and particularly in 
groundnut, weed free fi .Ids can proc^uce as high 

as 100 per cent more yields than those where weeds 
v;ere allov^ed to crow. Effective weedicide schedules 
have also be-cn evolved. 

(vi) prociuctivity of oilseeds could be increased by 

eliminating patchy stands- Various recommendations 
have been evolved to ensure full stand in different 
oilseed crops, in groundnut, seed dressing and 
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soil application of insecticides and fungicides 
is important; in rape seed end mustaiDd spray applica- 
tion of insecticides; in linseed growing the rust 
and wilt resistant varieties; and in castor to 
release of parasites for the biological control of 
the pest. 



22,1,3 The oilseeds Developme^nt Directorate has drawn 
up programmes to popularise: sorae of the recent results of 
researches during the Fifth Plan period. These are mentioned 

below; 


(i) It is envisaged to cover 15 districts in 9 States 

and saturate at least 75 per cent of their area with 
a complete package of practice s . This will be done 
by (a) ensuring supply of seeds of improved varieties, 
(b) making available inputes in. time to every farmer, 

' (c) ■ organising plant .protection nie a sure s on a 
campaign basis, (d) laying out problem oriented 
demonstrations, and (e) providing, technical advice 
and services. The area thus covered will be; ground- 
nut 1.36 Mha (Andhra pradesh, Gujarat, Madhya Pradesh, 
Maharashtra, Karnataka, Tamil Nadu, Punjab and 
Uttar pradesh) , castor 0,17 Mha (Andhra pradesh and 
Gujarat) and brassicas 0,04 Mha (Haryana). 
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(ii) 0,1 foliir e..pplication of fertilisersj. 10,000 

hecta res are proposed to be. covered under groundnut 
in Andhi'a Prar?.esh, Karnataka, Tamil Nadu, Gujarat, 
jMah.-ranhtra, ’'adhya Pradesh, Uttar pradesh and 
Rajasthan. Another 4,000 hectares are proposed to 
be covPired under brassicas in the States of Uttar 
pradesh, Rajasthan, Punjab, Haryana and Madhya 
pradesh. Insofar ss the application of minor ele- 
ments is concerned, groundnut has been selected to 
btagin '^vith. It is proposed to cover about 50,000 
hectares with the application of zinc and/or boron 
in the states of Andhra Pradesh, Karnataka and Tcimil 
Nadu. 

(iii) About 54,000 hectares are proposed to be covered by 
liming the groundnut fields in sane selected districts 
of the States of e st Eengral, Bihar and Orissa, 

(iv) On the plc.nt protection sicd?, the folla-zing pro- 
qramraes have Ix-.cn envisaged; 

Crop to bei protected State Area to be 

covered every 
year (ha) 


Gr oundnu t sigain s t red 
hairy caterpillcir , 
leaf' miner and 
aphids 


Punjab, utter Pradesh, .Madhya 4£^,000 
Pradesh, Gujarat, Maharashtra, 
Karnataka, Andhra Pradesh, 

Tamil Nadu 




Uttar Pradesh/ Gujarat 
Andhra prae'esh 


Groundnut against white 
grub 


Punjab/ Haryana/ Raja; 
Uttar Pradesh/ Madh 
Pradesh/ Biiiai / ori 
West Bengal/ Assam 


11 the above raentioned programmes/ It 1 


been too much emphasis 


groundnut and brassica 


increased to maximiam poss, 


of the hnovm results can be extended with 


advantage to othe 


much faster rate 


because the programme even of the t iron pxan pex-roa t-ovt-io 
but a small fraction. The breeding programmes to introduce 
* resistance^ r/- well as plant protection 'lork. have also to 
be invigorated/ because most of ' he major oilseed crops are 
pf footed bv several pests and diseases in field as well as 


in storage and specific remea res are rew . 

are removed/ there should not be any difficulty to incrc.ase 
production in respect of all crops, in fact/ due to the 
existing neglected state of many of the oilseed crops/ their 
yield .'.’Standards are very poor and/ therefore/ there is 
a vast scope for effecting improveaments. This will be 
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indiceted properly for different crops when these are 
exenined below individually. To fecxiieate such an exairii- 
nation/ Statewisc Pt-~tistics relatina to area and produc- 
tion/ based on the throa yerrs 1969-70 to 1971-72/ are summar- 
ised in Appendix 2?.l - statement III for all the crops. 
Pcrcentagv; area irrjqatp.d dvrim, 1969-70 has also lieen i]idi- 
cated in the case of orounirmt and brassicas? other crops 
are not ordinarily irrigated. 

Groundnut 



22,1,5 There was a time vjhen special -efforts to ' ^ 
introduce groundnut were made -much the same way as is being ' 
done at present for soyabean and sunflower. The crop occu- 
pied only 110/000 ha in the beginning of the present century 
and from that nominal extent it nov^ commands a domineering 



.nd production of thl 


22.1 - Statement ii 


/ Gujarat accounting for 24,4 


per cent/ Andhra Pradesh 20.2 per cent/ Tamil Iladu 13.5 per 


cent/ Maharashtra 12,2 per cent and Karnataka 12,0 pe-r cent 


Madhya priidesh/ Uttar Pradesh, Punjab 


Rajasthan and orlssa are other States which together account 
for 17,3 per cent of area/ their individual range being 
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be tween 1 per cent (Orissa) and 6.2 per cent (Madhya pradesh) . 
It would be useful to consider the distribution of ground- 
nut area according to different types of rainfall patterns 
of the south west monsoon months. It is observed that the 
•area/ which lies betuyeen A4 and -B2 categories of rainfall 
patterns, is 20,7 per cent, between B1 and Cl 74.6 per cent 
and between D4 and D1 4.2 per cent of the total.. The per- 
formance of the crop in different rainfall categories of 

the SW monsoon months has been examined for 117 districts 
where the crop occupies 10,000 ha or more per district 
(Appendix 22,1 - Statement IV ) . The chief features which 
emerge are as follows: 

(i) There are in all 47^ districts within A4 to B2 
category of rainfall. The Relative Yield Ind^ 

(RYl) is below 90 in 28^ districts, indicating 
thereby that che crop suffers due to excess mois- 
ture i>. many places. b 2 t^rpe has the maximxim number 
of districts in this group viz., 22, out of which 

14 have iTI of 90 or less. 

(ii) Punjab, Andhra pradesh and Tamil Nadu take the 
crop within the rainfall categories of Bl to Dl. 

It is interesting to examine their RYI: 
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Nximber of districts in different rainfall patterns 
canmencing v/ith 




Bl 

C4/C3 C2 

Cl 

D4/D3 

D2 

D1 

Punjab 

RL 

• • 

• ♦ 

« • 

« « 

« • 

• m 

• # 


RH 

1 

3 

2 

• » 

« • 

0 4 

« m 

Andhra pradesh 

RL 


2 

« » 

2 

4 * 

m 4 

♦ 4 


RH 

3 

3 

1 

,3 

• « 

• ♦ 

• « 

Tamil Nadu 

RL 

# # 

m * 

* 4 

4 4 

* 4 

4 4 

4 * 


RH 


• » 

6 ' 

1 

1 

2 

1 

Total ,, 

RL 

♦ m 

2 

« # 

2 

♦ •' 

• m 

4 # 


RH 

4 

6 

9 

4 

1 

2 

1 

RL -RYl 90 or less; 

RH- 

-RYl 

more- 

than 90 

« 




All these three States irrigate their crop : Punjab to an 
extent of 16,4 per cent^ Tamil Nadu 13,3 per csant and Andhra 
pradesh 12.5 per cent, Punjab's crop is confined betvjeen 
Bl and C2 categories. There are three districts, in which 
the months of July and August in this State have a rainfall 
distribution of Bl or C2 and there are 3 other districts 
'Which have C4/C3 type' of distribution. All the 6 districts 
hc».ve a satisfactory performance which is due to (a) resort 
to irrigation v.’herever necessary, (b) talcing e'.rly maturing 
varieties which can finish their best part of grow'th in 
July and August in Bl, Cl or C2-areas and (c) talcing the • 
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3.ate varieties, which Eire usually fetter yielders, 
in C4/C3 areas, preferably starting them a little 
early with irrigation, insofar as Andhra pradesh 
‘ ' and Tamil Nadu are concerned, their areas get 

rainf al during the northeast monsoon period also, 
and, therefore, this gives the high yielding late 
' varieties a tetter chance for growth. Because of 
this and support of irrigation in some parts, 
the performance of the crop is satisfactory in 
majority of the cases. 

(iii) In contrast with Punjab, Andhra Pradesh and 
Tamil Nadu, there are other three States of 
Gujarat, Mahc-rashtr a and Karnataka which also 
have their areas falling in Bl to C2 category of 
rainfall during the SW monsoon period. The 
frfequency distribution of concerned districts . 
in the.two ranges of Kyi is indicated belowi 




Bl 

C4/C3 

C2 

Gujarat 

RL 

5 


« m 


RH 

2 

• * 

♦ m 

Maharashtra 

RL 

7 

1 

2h 


RH 

2 


« • 

Karnataka 

RL 

Ih 

1 

ih 


RH .. 1 1 



RL 

RH 


13 ^ 2 

4 lig 


4 ) 26 
1 ) 
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it coul<3. be seen that in » .a jorii-y of the cases 
the RYI is 90 or less. 

(iv) Karnataka has 5 groundnut districts in Cl and d 4/ 
D3 Category of rainfall in the SW monsoon season. 
Cl usually being the month of September, The 
performence of all the 5 districts is satisfac- 
tory. just like Tamil Nadu and /^ndhra pradesh/ 
these also have the advantage of rainfall in the 
post-monsoon months of October and Novanber. 

22.1.6 On the basis of foregoing, one can summarise 
that the performence of the crop in higher rainfall areas 
is a little depressed vjherever drainage becanes an insur- 
mountable problem, in lov.'er category of rainfall areas 
lying be tv, -een Bl amd C2 types, where the rainfall is 
confined to the four months of Sw moiisoon season, the 
performance of the crop is usually less than all-India 
unless supported by some irrigation in times of need, 
ROinfall is not the only reason for the high or low per- 
formance of the crop. ’ It has spread over all kinds of 
suitable and unsuitable lands in cource of time and, 
therefore, the soil factor also becomes very Important 
locally. To begin with, the yield of this crop was of 
the order of 1,2 tonnes/ha in the twenties. The range 
of productivity got reduced to 1,0 to 0,8 tonnes/ha by 
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early forties and t- is has varied hatween 0.5 and 0.8 
tonnes/ha between then and now. The present average 
all-India yield ieOo 18 tonnes/ha. The spread of the 

crop to less fertile and marginal lands is surely one of 

the causes of this decline. 


22.1.7 In future strategy w'ith respect to this 
crop, one has to ta}ce note not only of its continued role 
in the manufacture of hydrogenated oil, but also in the 



of vegetable milk. Considering that 
iccuoving about 7.5 Mha and that it 


cn this further extension, it is going to ne 
to vouchsafe the allotment of only ideal lands to this 
crop and, therefore, emphasis will have to be laio in 
future on obtaining maximum possible returns by develop- 
ing seperate agroncmic technirnies for different soil 
conditions. Although the existing distribution of the 
crop has to be accepted as such, yet the fact has to be 
taken note of that this crop does not do well under high 
rainfall conditions and, therefore,, it will be good if 
ar-osi -5 K extended in the rainfall category b2 to 


only by SW monsoon are 
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concerned or in areas of -the south where septOTber to 
November usually gets C2 D1 or Cl D2 type of rainfall at 
least. It will be difficult to provide irrigation to this 
crop in future too. The maximum irrigation# which can be 
earmarked for it# will be^ -for an aggregate area of 1,85 
Mha only. This provision has been made not for raising 
the crop exclusively Vi,'ith irrigation water in any parti- 
cular area but for making a provision of a little timely 
support at critical times in the gra«;th of the crop# 
when rainfall happens to fail, one such stage is the time 
of peg formation. #\ summer crop of groundnut is known 



to give better yield# but as the availability of irriga- 
tion water is limited for this crop# it could be examined 
whether the crop could be given an early start in the 
kharif season with the help of irrigation at least in some 


Even though most of the area will conti 


nue to be rainfed# it should not be difficult to reach 


and even slightly irrprove upon the originally attained 
standard of 1.2 tonnes/ha. The depression# which has 


been caused due to cultivation on poor soils can be offset 
by measures like (a) improvement of drainage in high rain- 
fall areas# (b> water conservation techniques in less 
rainfall areas# (c) adjustment of growing season to fit 
into rainfall rhythm of different places, a.nd (d) increas- 
ing plant density per unit area, ThC' yield target for 
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2000 I'D may be put at 1.5 tonnes/ha. 


Sesamum 


22.1.8 The present all- India area under sesamxim is 
2.38 Mha, production 0,48 million tonnes and yield 0.21 
tonnes/ha. ‘The parts of the country which grow this, 
crop : ate about the same as in the case of groundnut with 
the. difference that the concentration of groundnut is 
more in the peninsula, vbereas this crop is found more 



this crop is more than l,00O hectares per district. 
Their frequency distribution with respect to RYI under 
different rainfall categories is given in Appendix 22.1 


Statement V, The RYI in the higher category of rain 


districts and greater than 90 in 41 districts, showing 
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that the crop suffers in places due to excess rainfall 
-wherever drainage conditions lack. The crop seems to 
do well in moderate conditions of rainfall represented 
by El to Cl category. The distribution of districts in 
this Category is summarised below: 


States RL RH 

Rajasthan, Uttar Pradesh, Madhya 

Pradesh ‘ 9 3 

Gujarat, Maharashtra 1 19 

Karanataka, i\ndhra pradesh, TcWiil Madu 9 23 

Total 19 45 


RL = RYI of 90 or less. RH =RYI Of more than 90 

There is one district in Karnataka and 4 in Tamil Nadu 
which fall in D4 to Dl and their I .: I is above 90, The 
south, as usual; has the advantage of septamber to 
November rainfall also. This suits the crc^.to be taken 
in ’’rabi season, in fact, this crop is raised in all 
the three seasons in sane parts, it can suit as a filler 
crop in many areas depending upon agroclimate conditions 
and crop rotations. The oil needs of the country will 
make it necessary to increase the area under this crop 
and this could be done in the rainfall zones covered by 
B1 to Cl types of patterns. The total area under this 


- 140 



crop could be aimed at a level of 3 .Mha. There is room 
for making 'substantial improvement in the yield standards 
of the crop and it should be possible to attain an 
average all-India standard at least thrice the present 
level, i.e. / 0.60 tonnes/ha by 2000 aD. In this endeavour, 
maximum attention will be needed in all parts of the 
country and the main strategy will once again have to 
be that of improving drainage conditions in. high rainfall 
areas and better utilisation of rainfall- facilities 
elsewhere* 


Niger 


22.1.9 Madhya Pradesh has about 50 per cent of 



the all-mdia area under niger but the yield is only 
0.18 tonnes/ha. Bihar, Orissa and Maharashtra are also 


at 1.5 Mha by extending cultivation into the wheat 
fallows in Madhya Pradesh. The all-India average yield 
is 0,24 tonnes/ha. The aim should be to double it. 


which in terras of M-ndh/a Pradesh will mean near about 


trebling its yield, Ethiopia grows a better yielding 
^teriety of niger, which could be tried under Indian 
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Castor 

22.1*^- There are no co castor growing 

anywhere in India, but as borne out by wStatement III of 
Appendix 22,1, some specialised pockets have developed 
mostly in Andhra Pradesh and :,o a much lesser extent 
in Gujarat. Ahdhra Pradesh has 70 per cent of all-lndia 
area, but its average yield is only 0,20 tonnes/ha ^ 

The yield in Andhra Pradesh has been about this figure 
between 1966-67 and 1972-73, In 1973-74, the yield 
rose to 0.32 tonnesA-a, but it is difficult to draw any 
inference just on one or two years' performance and even 
otherwise the latest achievement is much lower than 
v/hat is obtainable in Gujarat. Gujarat has 11 per cent 
of all-India area and its yield is 0.72 tonnes/ha, the 
all-India average being 0.34 tonnes/ha- India is one 
of the major producers of castor se>. ’ ranking next 
only to Brazil, accounting for about 28 per cent of the 
world production, for this CesLor plays a 

significant role in the country's export trade. We 
have envisaged increased silkwarm rearing activity vj.de 
Chapter 26 on Sericulture and in this context al.so, 
more and more castor v/ill be required to bs grown for 
feeding criworms. it is necessary to increase the 
present area o£ 0.42 Mha under castor to 1 Mha. It 
is also necessary to effect improvement in the yielding 


Brazil already records yields 


capacity of the crop, 
of 1 tonnes/ha or more and even in India, some of the 
newly evolved short duration varieties like Aruna, 

GCH-3, SA-I and SA-II possess a similar potential, the 
duration of maturity being 135 -- 150 days. Gujarat 
and Orissa already record yields of about 3/4 of a tonne 
per hectare and, therefore, the future taroets can 
easily be kept at 1 tonnes/hectare, 

Brassicas 

22.1.11 The oil bearing members of the brassica 
group are cultivated in the entire country outside the 
Peninsula, with Uttar Pradesh as the most important 
State in this regaled (.^ppendix 22,1 - Statement III). 
The Use of this oil for various domestic, edible as 
well as non-edible purposes is very cam\on in the belt 
comprising Punjab, Haryana, Uttar Pradesh, Bihar, West 
Bengal and Assam. The total area under this prop (3,36 
Mha) comes only next in importance to groundnut. 
Although the cultivation of brassicas synchronizes with 
the main wheat belt in general, yet Uttar Pradesh 
alone accounts for about 65 per cent of the all- India 
area, Wheat-brassica mixture is a prevalent crop 
combination and wherever it is so taken, this crop 
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autonatically gets the advantage of tillage^ irrigation 
and manuring as accorded, to v/heat. I'lhen a pure crop is 
taken, the practice of irrigation varies, in places; it 
is irrigated some-where and not irrigated elsav;here. 

The proportion of irrigated area varies betv/een 30-60 
per cent in Rajasthan, Haryana and Punjab. The irrigatad 
area under this crop in Uttar Pradesh is insignificant. 
Herein lies one major constraint, removal of Vvhich can 
contribute Gonsiderably tov/ards raising the production 
levels. The irrigation target for this crop could be 
put at 50 per= cent of the total area as -against a mere 
8 per cent as at present. With this favourable factor 
accompanied by other scientific improvements, it should 
be possible to double the yield level which has not 
gone beyond half a tonne per hectare on the average in 
the recent past. The area could be stabilised at 4 Mha 
representing just a small increase of 0.6 Mha. It is 
natural to expect that in consonance with the dominant 
position of the crop in Uttar Pradesh, at least half 
of this crop should be raised under irrigated conditions 
and famers will not grudge it because of the price 
differential in favour of mustard group of crops in 
comparison with wheat. The mustard prices (Kanpur) 
have been Rs. lOO to 125 per quintal higher than wheat 
(Hapur) between 1969-70 and 1972-73. 


Linseed 


,, 22.1.12 The area occupied by this crop is 1.88 

Mha. It is grov7n in most parts of the country/ but the 
major States are Uttar Pradesh/ Madhya Pradesh and 
Maharashtra as,, borne out by Appendix 22.1 •- Statoiient 
III. It is mostly used for inedible i:)urposes and there 
is room for increasing its yield to about half-a~tonne 
per ha (i.e. / twice the present level)/ owing to which 
it is not, necessary to effect much increase , in area. 

The area could be kept at 2 Mha/ which is about the 
Same as at present. 

Safflower 

22.1.13 The quality of safflower oil is rated 
to be high for edible purposes because of very low poly 
unsaturated fatty acid content. The oil is often used 
even for adulterating ghee and sesamum oil. Although 
grown in many parts of the country. Maharashtra has 
the largest area followed by Karnataka and Andhra, Pradesh 
(Appendix 22.1 - Statement III). It comes up well 
under rainfed as well as irrigated conditions but is 
usually taken on dry lands. Safflower sown with the 
backing of September moisture has great potential for 
area expansion in lands, v*aich are generally left falllow 
at present during rabi season , e .g . , paddy fields after 
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tha harvest of paddy. It can be a fit substitute 
for lathyrus in Madhya Pradesh, Biha. and West Bengal. 
The area can easily be. increased to 2.0 Mha and the 
yield 0.5 tonnes/lsia (present figures are 0.59 ha and 
0.24 tonnes/ha respectively) . It will not be difficult 
to achieve the yield target with the development of 
better varieties in future suitable for different tracts 
and conditions. 

Soyabean 

22.1.14 Soyabean is a crop of dual advantage. 

It has IS- 20 per cent of oil. It is highly rich in 
protein content also (40 per cent). This crop is very 
popular in the USA and .China. The main problem here 
is that the exotic varieties lihe Bragg have poor seed 
viability because of skin cracking. Thera is also the 
further problem that this variety has to be sustained » 
by the oil and the sovameal market. Where as oil can 
be easily marketed, the meal at present is utilisable 
only in particular trades and the bulk of it has to 
be exported as cattle feed. Therefore, world cattle 
feed market controls the price of soyabean. Thus, 
the profits are uncertain on the one hand and the cost 
of cultivation is high on the other, being about Rs.800 
per hectare; both these factors act as a deterrent for 


the crop to be adopted in general. The cost of cUltiva 
tion is high because of high seed rate (75 kg per 
hectare) coupled with high price of seed (about Rs.240 
per quintal). In addition, the cost of specific rhizobial 
culture, \'\/hich is essential to inoculate the soil for 
the success of the crop, also increases the cost of 
cultivation. Sane time back there was even dearth of 
the needed Rhizobium strain. Hovjever, the IaRI is now 
capable of producing the necessary quantity of this 
culture. Another reason to hold up the popularity of 
the crop is that, but for a few manufacturers of baby 
food or protein biscuits, the protein aspect of soyabean 
has not been fully utilised in this country, which also 
limits the margin of profit. 

22.1.15 The Government has been providing 25 per 
cant subsidy on the cost of seed and insecticide. It 
has been rendering _ free technical advice on cultivation 
techniques. . The ...Government has also been giving some 
price support for the crop, it is often argued that 
some more incentives and concessions should be provided 
by the Government for the successful adoption of this 
crop in the country. We are of the opinion that the 
crop should be made to develop purely on the basis of 
econoaics and utility. Besides the disadvantages with 
the e 3 <otic varieties, which have already been mentioned 
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above, the basic fact which has often been overlooked 
is that the exotic varieties are not e: ..iily consxomed 
as pulses in the country. Thus, these varieties suffer 
when there is a glut in the oil or meal market, as they 
also lack the alternative of disposal as pulse. The 
effect of this is v;ell reflected in the fact that the 
area,, which was actually covered by the crop during 
1973-74, was only 100,000 ha as against the target of 
■400,000 ha fixed for the States of Madhya Pradesh, 
Maharashtra, Gujarat and Uttar Pradesh as a part of a 
Centrally sponsored programme. The remedy lies in 
changing the strategy from introducing the exotic 
Varieties to selecting some of the indigenous varieties 
and making them popular. There is a lot of soyabean 
production in the 'hilly areas of this country, specially 
in the Himalayan hills. This spyab-an is well relished 
as a pulse by the hill population. Recently, some 
varieties from the hills were introduced with success 
in the black cotton soil of Madhya Pradesh; this provides 
a ray of hope and a new direction to plan future strategy. 
Selecting indigenous varieties and effecting inprovement 
in them is well worth a trial. Alongside, mor© avenues 
of soyabean utilisation have also to be found out. It 
will be desirable to think of measures whereby people 
are able to accept wheat flour duly fortified with 


soyabean flour. Such blended mixtures may prove 
better from nutrition point of view than pure wheat flour. 
Putting to use soyabean . flour and meal in confectionery 
articles is another direction. Then# soyabean has a 
potential to be utilised as a substitute for milk. 

Soyabean constituents are such that it is possible to 
prepare a liquid similar to milk in consistency^ composi- 
tion and other properties. Even curd of good quality 
can be prepared from: soya:bean milk. Successful trials 
have already been made in this regard on soyabean. What 
remains to be done is that research/ production and 
publicity work relating to soyabean milk should be made 
as vd despread as possible. 


22.1.16 Just like blackgram/ soyabean is also 
comparatively a high water requiring crop fitting 
satisfactorily in a 2-32 categories c3 rainfall. It 
can serve as one of the alternatives to paddy wherever 
rainfall is high enough but not sufficient for paddy. 

It is woarth trying as a substitute to pulses like 
horsegram wherever irrigation facility could be made 
available even in otherwise less rainy areas. An area 
of one million ha can be earmarked for this crop. Ass\jm- 
ing and yield of 1 tonneAia, the yield frai\ the crop 
will be 1 million tonnes. The entire crop will not be 
available for crushing because of allowance for seed. 
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wastage and even direct use for various edible purposes 
including soyabean milk. One may assume that 50 per 
cent of the produce may be avail abi 3 for crushing. With 
an oil recovery of 15 per cent the oil yield from this 
source will be 75^000 tonnes. In order not to give any 
chance to setback in future, the researchers will have 
to see that the future varieties are resistant to 
diseases, specially mosaic, to which the existing varie- 
ties have been found to be prone despite the best efforts 
of institutions like Govind Ballabh (GB) Pant university 
of Science and Technology, Pantnagar, Jawaharlal Nehru 
Krishi (J N k) Vishwa Vidyalaya, Jabalpur and the All- 
India Coordinated Research Project on 'Soyabean. 

Sunflower 

22.1.17 Floral varieties of sunflower have always 
■een known in the country, but the significance of this 
plant as a source of oil came to foreground only when 
oil-rich Russian varieties attracted attention. Seed 
of oil-rich varieties has an oil content as high as 
45 to 50 per cent. The quality of oil is also good 
even from mutritional considerations on account of 
having a high percentage of poly unsnturated fatty 
acids (60 per cent). It has a low seed rate of 10 kg 
per hectare. The crop has a short duration of about 
90 days and it can grow any time of the year. It is 
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adaptable to different soil conditions and can grow 
even under saline conditions. The plant grows luxuriantly 
under irrigated conditions, but it can also give a fair 
degree of performance under stress conditions. Its 
yield with irrigation is as high as 3.9 tonnes per 
hectare. It can be grown satisfactorily as a kharif 
crop in areas vjhere rainfall is 20- cm or more per month 
in- one or two months out of a total of four rainy months 
of. Jun e-September. Its seed can be crushed in conventional 
village ghanies/ baby mills and large-scale extraction 
plants. Owing to these advantages, the crop has an 
easy acceptance. 


22.1.18 Two quintals of 4 varieties of sunflower 
Seed were imported in 1968—69 from the USSR. In a matter 
of 4 years, the crop has come to occupy an area of 
80,000 ha and it is expected to cover 930,000 ha by the 
end of the Fifth Plan- However, poor yield derived from 




the crop at present is a handicap to farmers. Small 
number of seeds, which set in the floral heads, does 


not prove to be veiry viable, because of which the ger- 
mination percentage is also reduced. Seed-setting is 
found to improve with increased bee-pollination and 
for this purpose, beekeeping is made a necessary 
accmpanlment to sunflower cultivation in Russia. Saae 
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Bombay (Khadi & Village Industries Commission) also 
tends to indicate th».. samel This i; an encouraging 
result which requires to be.' thoroughly established 
with extensive experimentation under Indian conditions. 

It is likely that the problem of viability of seeds may 
be linked with the efficiency of pollination and, 
therefore, this also needs study alongside. The 
scope of the study could be extended to include the pos-- 
sibility of exploring other related problems, on which 
may depend an answer to better yields and better quality.. 
The oil content of se>id could also profitably be increased 
through further breeding .efforts. It is pertinent to 
mention at this st£ige th.af, if effective cross pollination 
is one of the major factors in bettering yield standards, 
our recommendation in Chapter 27 "dn Apiculture to take 
all possible steps for the protection and proliferation 
uf honeybee o might prove very ijenef.*ca-..' when inple- 
mented. The popularity of this crop is bound to grow 
with these steps. Consequently, a target area of 2«0 
Mha should ba earmarked for it. It may, however, be 
noted that it vrauld not be pos sable to allocate more 
than 0.75 Mha of irrigated area to this crop. Therefore, 
the remaining ar-^a of 1.25 Mha will have to be taken 
rainfed with the possibility of sunflower being raised 
as an early kharif crop in general (wherever, possible) 


and late ’kharif crop v/lth the help of September-October 
rains in the south. Considering an yield level of 
1 tonne/ha, (b) 90 per cent of, the produce being available 
for crushing y and (c) oil recovery of 40 per cent/ the 
oil yield will be 720,000 tonnes. 

A Composite Look 

22.1.19 The existing and proposed position of 
area and yield of oilseed crops is put at one place in 
Appendix 22.1 -Statement VI . The quantity of oil which 
will accure from the field crops has been calculated 
in Appendix 22.1 -Statement VII. It may be seen that 
an area of about .9 million hectares has been added to 
the existing area under oilseed crops and the yield 
level has g«nerally been raised by two to three times. 

The total oil recovery from the field crops is expected 
to be 6.42 million tonnes. Another 3.26 million tonnes 
could come from the exploitation of cotton seed, rice 
bran, maize and bajra, coconut, oil palm and nature 
grovn trees and shrubs as explained in Appendix 22.1 - 
statement Vlll. It has to be noted in the case of field 
crops that neither further area increasa is possible, 
because of the requirements of many other crops, nor 
there is possibility of further bettering the yield 
standards keeping in view that many of the oilseed crops 
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will continue to be raised rain fed and groundnut and 
brassicas have already engaged ample attent ion from 
research workers. Therefore, it is imperative that 
relentless efforts are made to taP the sources other 
than field crops. Some of the important points to 
be borne in mind in this regard are considered below: 

Cotton Seed 

(i) The Government had given up to February, 1975 
an excise rebate of Rs, 200 to 250 per tonne 
up to 30 per cent of the utilisation of the 
cotton seed oil in hydrogenated oil industry. 
This has been revised with effect from 1-3-1975 
to range from Rs. 200 to 250 for utilisation 
percentages of 30 to 50 and Rs. 200 for 
utilisation of more than 50 per cent of cotton 
seed oil. Despite such an impetus, the seed 
crushed has been only about 30 per cent of 
the total availability in recent years* There 
are two' reasons for this kind of low utilisa- 
tion. Firstly, the Indian farmer is accusto- 
med to feed his animals, specially milch 
animals, with whole cotton seed and, therefore, 
he does not release much quantity for other 
use. Secondly, there is the problem of disposal 
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of cake. The Government of India had been 
giving liberal e 3 <port entitlement or it has 
given even cash incentives recently to enable 
the e 3 <porters to compete in the world market. 
Such concessions were withdrawn frcm- April 1971, 
because of which the required quantity of cake 
could not be exported. This had an adverse 
effect on oil production vjithin the country . 

One hundred and ten thousand tonnes of oil 
was produced in 1970, whereas the quantity pro- 
duced in 1972 was only 75,000 tonnes. Both 
these drawsingle step and that is through 
the popularisation of cotton seed cake for 
livestock feeding instead of the whole seed. 
This lies in the sphere of extension agencies 
both of the agricultural universities as of 
the State Departments of Agriculture and 
Animal Husbandry, - and they must not leave any 
stone unturned in popularising cakes for 
livestock feeding. It will be of interest to 
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38 per cent digestible proteins as compared to 
17 per cent in the seed. 

Rice Bran - 

(ii) About 6 per cent of the total available quantity 
of bran is utilised at present for oil extrac- 
tion, This is despite many fiscal incentives^ 
which are offered at present for the use of 
rice bran oil. In soap manufacture/ a suitable 
excise rebate per tonne of soap is offered for 
each additional percentage point increase in 
the use of rice bran oil over a specified level. 
It was Rs. 1.50 per tonne of soap for each 
additional percentage point increase over 
15 per cent upto July/ 1973, With effect from 
March 1975, it is Rs, 3.50 per tonne of soap 
over 25 per cant and in the intervening period 
it has risen even to Rs ■ 7.50 for a percentage 
level of 15. In the manufacture of hydrognea- 
ted oil/ an excise rebate of Rs. 100 per tonne 
of oil used is offered subject to its being in 
excess of 1 per cent. Here again/ a major 
factor which is responsible for denying the 
bulk of the quantity for oil extraction is 
the practice of feeding bran to livestock and 


156 - 



it is forgotten once again that the deoiled 
bran in itself constitutes a rich concentrate 
for cattle and pul try. However, it is appalling 
to note that there is no market even for the 
modest quantities of dooiled bran which becomes 
available at present from the industry. Deoiled 
bran is being exported currently, the quantity 
was nearly 70,000 tonnes in 1968 as against a 
production of 93,000 tonnes. Just like cottonseed 
cake, popularisation of feeding live-stock with 
deoiled bran must also be an item in the pro- 
grammes of extension' agencies. ■ 



Millet oil 



(iii) Thebe is no difficulty envisaged in the case 


of maize’. 'Maize germ, which comes out as a 



IS even now 


utili 


tion and this depends how far deoiled bajra 
could be popularised successfully in hxman 
diet as well as for livestock feeding. 
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Nature Grown Trees and shrubs 

(iv) Various aspects of oil yielding trees and 
shrubs including methods of collection/ 
crushing facilities and also the scope of 
utilisation for. industrial purposes were 
examined by ,a Sub-Ccxmmittee set up for the 
purpose in 1970 by the Ministry of Agriculture. 
The Committee observed that oils produced from . 
mahua/ neem/ haranja/ kusum/ 'khakan and sal 
etc./ could be utilised satisfactorily by the 
soaP/ paint and varnish industries/ thereby 
releasing etjuivalent amount of groundnut oil for 
direct consumption. It laid emphasis upon the 
utilisation of the oil potential avail aole from 
oil yielding trees and shrubs in order to 
fill the gap in the demand and supply of vegeta- 
ble oils. This subject 'has been dealt with in 
detail in Chapter 43 on Minor Forest Produce. 

Cakes and Meals 

22.1.20 The full utilisation of cakes and meals 
is going to determine the prospects of the oil crushing 
industry and hence of the production programmes of 
oilseeds in future. An idea of the total availability of 


cakes and meals. can be had from the following approximate 
Calculations : 

(million 

Oil pro- Per cent 
duct ion oil re- 
covery 

Oilseed field crops 6,42 25 

cotton seed and rice bran 1.61 15 

millets 0.34 3 

plantation crops 0.11 50 

nature grown trees and 1,20 15 

shrubs 


Assuming even a realisation of 90 per cent of this 
estimate in practice after allowing for wastage etc./ 
the overall production of cake/meal can be expected to 
be of the order of 42 million tonnes. The disposal of 
such a huge quantity is going to be a big problem unless 
properly planned. Some suggestions in this regard are 
given below : 

(i) The maximum utilisation will have to be in 
livestock feeding# The groundnut cake and 
_ soyabean meal offer some scope' even for human 

consumption in .confectionery articles. 


tonnes) 

Cake/meal 

production 

19.26 
9 . 12 
10.99 
0.11 
6,80 

46.80 




: 
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feny kinds of cakes hold promise tor uee 
gemloiaal and pest repellent agents and, 
therofora, are required te taa evaluated for 
such properties in an exhaustive and systematic 
manner. This speolally applies to wild plants 
and trees. Other uses also require to he e.,ta 


(iii) Utilisation of cakes as mannure 

a feu species only. Houever, farmers are auar 
of the use of cates lixe mahua for this purpos 
Heem cate is preferred in mixture with urea, 

because it slows down the release of nitrogen, 

which otherwise can be lost unutilised. Pro- 

per experiments are necessary to be cond 
with all Kinds of caKes in order to establish 
their usefulness as manure. Further, 

to mate them popular universally, concerted 

. . will also be required. 


^ill have to -be a proper oaiauexut, vw. 
al demand and export. Sometmes. ther 
lump in exports. This has already bee 
■ed to earlier in the case of cotton st. 
xe bran. Such contingencies can be a^ 
alert export machinery and/or through 
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3.163X113.6 i-VS msans of u6ilisa6ion/ which should 
be 6hough6 of and lcep6 ready in advance, 

0rganisa6ion 

22.1,21 The subjec6 of oil crops and oil bearing 
vege6a6ion is a6 presen6 deal6 wi6h in a very sca66ered 
manner. Field crops are looked affer by 6he Depar6men6 
of Agriculfure, There is no single proper agency 6o deal 
wi6h subsidiary maferials like co66on seed and rice bran 
e6c. There is no in6egra6ed governmenfal ,se6 up from 
rhe Cen6ral 6o S6a6a level 6o deal wi6h seed collec6ion 
from nafural vege6a6ion. The Khadi & Village Indus6ries 
Commission has be en making endeavours in 6his direc6ion/ 


which require 6o be encouraged and supporfed., in a big 
way 6hrough governmenfal involvemenb, A plana6ion crop 
like oil.plam has 6o be esfablished firmly. There is no 
specific 6echnological labora6ory for oilseeds^ 6he 
work is done on a ad hoc basis sca66ered over many 
labora6ories. Cakes' disposal is sca66ered and disorgani- 
sed and i6 operafes largely 6hrough privafe involvement 
withou6 any in6egra6ed policy 6o effect harmony between 
production and utilisation. All these defects are required 
to be removed and for doing this, there is need for four 
well coordinated wings one each for (a) field crops, (b) 

'f ''subsidiary dll bearing pro<auc?ts -of field crops, (c) nature 


/f s f ' 'I V t ^ I 't " 
d& 'i 




groMi oil bearing plants and (d) byproducts of oil in- 
dustry. These wings are necessary both on the. research 
as well as production side, i.e., in the ICj^ as well as 
in , the Union Ministry of Agriculture and Irrigation undent 
the Directorate of oilseeds Development, a similar 
operational set up has to be created in the State 
Departments of Agriculture with necessary involvement of 
the agricultural universities on research side. Another 
deficiency, which requires to be removed, pertains to making 
available the facility of technological studies and 
analysis relating to oilseeds and their products to the 
oil . industry just in the same way as the Cotton and Jute 
Technological Laboratories cater to the needs of their 
respective industries. At present, the oil mills have 
to get their problems solved not at one institute but at 
many universities and other laboratories on an ad hoc 
basis. Therefore, ■ it is desirable that a. Central. Techno- 
logical Laboratory, for oilseeds and their byproducts should 
be created under the IC/vR, 

22.1,22 The diversity and dispersal of oilseeds in 
the country are of such a nature that any general all-india 
coordination of the type that exists today renders diffi- 
cult giving separate attention to each kind. What can 
prove more effective is 'that each State should feel its 
own responsibility for research as well as developmental 
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work in regard to the oilseeds occurring in its jurisdic- 
tion. The first ladder of coordination . should relate to 
such contiguous.. States which have camvon species and 
corrodn problems. The Central coordination should be 
reduc^ to problems of all-India nature; only . The oilse- 
eds Development Council at the Centra could be converted 
into a broadbased apex body for such central objectives. 

It could have representatives from the States, ICaR/ 

Union Ministries of Agriculture and Irrigation, Industries 
and Commerce, Forest Research Institute, Dehra Dun, Khadi 
and Village industries Commission and the Oil Millers* 
Association or similar bodies. There has to be a very 
active and meaningful liaison among the ICaR and the 
Ministries of Agriculture and Irrigation, Industry & Civil 
Supplies and Commerce through the Council or even directly 
also. It is necessary that an apex body on the lines of 
the Centre is also created in. every State . It could have 
representatives of the agricultural university. Departments 
of Agriculture, Horticulture, Planation Crops (if any). 
Forest, Industries, Khadi and Village Industries Board, 
resentatives of oil industry and growers. It is this 

sent a State on the. Ctentral apex : 

i at 
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2, Agriculture Price Comraission 

on this question of increasing the 
production of oilseeds^ it is pertinent to lay emphasis 
on the large potential available in the State of Madhya 
Pradesh where it isstated thfe a sizeable proportion 
of the black soil area currently lying fallow during 
the kharif season can be brought under soyabean culti- 
vation.. Although the oil content of soyabean is 
relatively low, the protein rich oilcake is fetching 
a high price in the international market. Besides, 
the production, of soyabean on this land would be a 
net addition rather than at the expense of any other 
crop and could make, despite its low oil content, a 
sizeable accretion to the domestic supplies of edible 
oils. The Ccanmission therefore recommends that arrange- 
ments for the provision of necessary inf rastjructure 
facilities for the processing and marketing of soyabean 
be made in advance with a view to ensuring that the 
effort to expand the area under the crop in the 
state achieves sustained progress. 

In order to overcome the shortage of edible 
oils the programme to increase the production of 
oilseeds needs to be supplemented with a drive, more 
vigorous than hitherto> to tap the unexploited potential 
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of cottonseed^ rice bran and minor oilseeds. In the case 
of cottonseed, it is observed that a large quantity is 
directly fed to the cattle, besides a significant 
proportion of the seed which is not utilised for solvent 
extraction purposes. Similarly, as against an. estimated 
total potential of over 4 lahh tonnes of oil obtainable 
from rice bran at the end of the Fifth Plan period, 
around 70 thousand tonnes only are currently produced. 

In order to be able to effectively tap these, sources, 
the Commission suggests that steps be tahen %o progressively 
discourage the direct feeding of cottonseed to the cattle 
via a scheme for educating the farriers in the nutritional 
value of oil-cakes vis-a-vis seed as cattlefeed, and also 
to e 3 <pedite the modernisation of the rice milling industry 
with a viev; to improving the quality of rice bran. 

3. Tariff Conmission Report on Vanaspati 

Cootonseed and its oil 

During 1968-69, 7.68 million hectares were under 
Cottonseed cultivation. The Vanaspati Industry is the 
principal consumer of Cottonseed oil. According to V.M.A., 
130,000 tonnes of Gottoneed oil were available during the 
year 1970 out of which about 90,000 tonnes went into the 
'iriiianufaGture' 'Of Vanaspati. The balance of 40,000 tonnes 


l'^;as IT\ainly consumed by the soap industry and a small por- 
tion was Converted into refined oil for direct consimption. 

Wa have be':!n infoOTcd -i-hat^ ''from a crushing of just about 
6% of the available Cottonseed in' 1958,- timely incentives/ 
research and technological development have now raised this 
quantity to about one-third of the seed produced. The in- 
centives were mostly v/ithdravm in the middle of 1968 and 
this had. had a curbing effect on development," It was., 
therefore, urged that, "there is a case for reconsidering 
the incentives at least till about two-thirds of all seed 
is crushed, i.e, 1.3/1. 5 million tonnes, giving about 200, COO 
tonnes of oil". 

At present 19.9% of Cottonseed oil is utilised in 
the manufacture of Vanaspati and we are informed that 
there is still further scope for its increased input 
wnich could go up to 25-30%, Beyond -enrs level its 
increased use would present de -color isat ion problem, increase 
the cost of processing as well as fetch less value for 
the soapstock. The difficulty, therefore, in so far as 
use of this oil is concerned, is not of any lack of 
potential supply but that of improving the method of 
extraction of this oil as also malting it worth-v.'hile for 
its extractors to go in for it in a larger measure*. 
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we have been informed that there v^ere some in- 
herent drawbacks v^hich prevented the extraction of this 
oil in larger quantities. These are, -the price at 
present of Cottonseed, which only contains 20% of oil is 
Rs* 1000/- per tonne. Groundnut, with 50% oil, costs 
Rs. 1800-2000 per tonne. Clearly there is no economic 
advantage in crushing Cottonseed". This apart, -in Cotton- 
seed, 50% of the seed weight is recovered as 1 inters and 
hulls, both of which fetch a lower price than the whole 
seed. Hence the cost of the tru oil-bearing material, 

the kernel, becomes even higher and this cost has to be 

borne by the oil and cake. Yet both these are priced 
Vis-a-vis Groundnut products . Thus the pricing pattern 
for Cottonseed needs rationalisation" . Moreover, whereas 
the manufacturer of Vanaspati got an indirect incentive 
through a provision of Rs. 75/- per tonne as rebate for 
use of Cottonseed oil in excess of 7%, there was no such 
' incentive available to the crushers of this oil. -?^art 
from tills, since the present method of selling this 
oil was in semi-washed condition, its deep colouring 
which tends to get fixed in the oil thereby giving a 
poorer product cannot be substantially improved even 
later in refining at the time of Vanaspati process. 

’ 'I To sum up therefore the two essential pre-requisites 

^ 'Sefore more Cottonseed oil could be crushed and used in 
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the manufacture of Va'naspati v/ere to mahe it econotiical 
for the crusher of this seed to go in for larger crushing 
by giving him seme kind of incentive and secondly to 
improve its processing technique. 

Soyabean oil. 

AS stated earlier this oil was mostly imported. 

-It'h^ considerably cheaper than Groundnut oil. Its 
use in the 'manufacture of Vanasoati also varied. The 
degree of its 'input was controlled by Government which 
prescribed from time to time the level of its incorpora- 
tion. We 'Were informed that already much progress had 
been made in the agronomic field for going in for Soyabean 
cultivation on a large scale in India. We believe that 
this seed on a commercial scale would be available in 
the next year or two as it was the intention of. Govern— 

• ment- to bring one million acres under Soyabean cultivation 
by the end of the current Plan. The oil content of 
Soyabean was low being only 18 to 20 per cent. We were 
informed that '*if a mdllion tonnes of Soyabean were 
available as a result of bringing into cultivation 
one million acres, then the resultant oil would be of 
the ordeir of 2 lakh tonnes. The main advantage of 
■ Soyabean cultivation, however, lay in the high protein 
yield of its meal* Therefore while its utility as 



provider of extra oil was some what limited, from the long 
term point of view it would be a profitable crop to 
grow.” 

Rice Bran Oil. -We understand that Rice Bran oil 
though not used as such in India/ was also an edible 
oil ..and treated as such in many other parts of the world. 
The processing of this oil in India was of recent origin 
and some 75,000 tonnes- were being annually produced. It 
■was only used for indusrial purposes. Being highly 
acidic, and some what unstable, it was not popular for 
refining and consequently for edible purposes. At 
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iTiBnt:. WQuld br'i.ng in n0CQss3uJry syrnBnc.n'iont in tir ns 0 x 1 . 311 x 119 
V.O.P. Control ordar so that there would be no difficulty 
for its utilisation in Vanaspati manufacture. We were 
informed that if small size solvent extraction plants 
could be attached to the rice mills, it should be 
possible to process the bran immediately after it was 
recovered during the polishing operations and the resultant 
oil could be refined and rendered fit for human consumption 
During 1967-68 the paddy crop in India was 57 million 
tonnes, yielding 38 million tonpes of rice. On the basis 
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of 5% recovery the rice bran yield vrauld come to 28,50,000 
tonnes which in its turn would give 3,42,000 tonnes of 
oil on the basis of 12% recovery. Vte feel that early 
steps are needed to mobilise this potential to augment our 
oil resources. We were informed that solvent extraction 
plants required for processing were not very e3<pensive. 
Since we .. unde jstand that the Government have a programme 
of setting up a number of new rice' mills in the co-opera- 
tive sector, it would be worthwhile considering whether 
such units could not also be equipped with these solvent 
recovery plants so that this readily available source 
of edible oil could be properly harnessed. 

Apart from these oils, the development of oils, 
such as Neem and Karan |a, if successfully exploited 
could help in augmenting our requirements of industrial 
oils which in its turn vrould enable greater release of 
edible oil for consumption. We undeistand that the 
potential availability Neem seed as 418,000 tonnes 
which would yield 836,000 tonnes of oil on the basis 
of an oil yield of 20 per cent and that of Karan Ja seed 
111,000 tonnes which would give 30,000 tonnes of oil 
based on an oil yield of 27 per cent. 
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